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are  reaching  out  to  new  fans 
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How  IT  is  supercharging 
NASCAR’s  marketing  engines 
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How  does  Xerox  Global  Services  manage  millions  of  office  devices  for  its  customers? 
Their  largest  application  runs  on  new  SQL  Server™  2005  64-bit  running  on  Windows 
Server™  2003,  which  provides  99.999%  uptime*  See  how  at  microsoft.com/bigdata 


Windows 


Server  System 


'Results  not  typical.  Availability  is  dependent  on  many  factors,  including  hardware  and  software  technologies,  mission-critical  operational 
processes,  and  professional  services.  ©  2005  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  the  Windows  logo,  Windows  Server, 
Windows  Server  System,  and  "Your  potential.  Our  passion."  are  either  trademarks  or  registered  trademarks  of  Microsoft  Corporation  in  the 
United  States  and/or  other  countries.  XEROX  *  is  a  trademark  of  XEROX  CORPORATION. 


A  Service  Managing  7  Million  Transactions  a  Day. 

Running  on  Microsoft  SQL  Server  2005. 


Edward  Jones  helps  clients  understand  the 
to  call  attention  to  possibilities  that  are  right 


xerox.com/learn  1-800-ASK-XEROX  ext.  LEARN 

©  2006  XEROX  CORPORATION.  All  rights  reserved.  XEROX®  and  There's  a  new  way  to  look  at  it®  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries. 
Use  of  the  Rubik's  Cube®  is  by  permission  of  Seven  Towns  Ltd. 


entire  financial  puzzle.  They  rely  on  Xerox  color 
for  each  investor.  There’s  a  new  way  to  look  at  it. 
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Try  it  free  for  30  days.*  If  your  job 
gets  too  boring,  give  it  back. 


With  total-flow  inspection  at 
multi-Gigabit  speeds  for  complete 
network  protection,  it's  obviously 
the  best  security  solution  on  the 
market.  But  if  you  still  have  doubts, 
try  it  for  30  days.  Be  forewarned, 
though.  Once  you  do,  you  won't  want 
to  give  ft  back.  For  your  free  trial, 
call  1-888-TRUE  IPS  or  go  to  the 
Web  address  below. 


TippingPoint 

a  division  of  3Com 

tippingpoint.com/free_trial 


•Open  to  qualified  applicants.  Subject  to  credit  check  and  acceptance  of  evaluation  agreement.  Other  restrictions  may  apply.  3Com  reserves  the  right  to  end  the  evaluation  program  at  any  time. 
Copyright  ©  2006  3Com  Corporation.  All  rights  reserved.  3Com  and  the  3Com  logo  are  registered  trademarks  of  3Com  Corporation.  TippingPoint  is  a  trademark  of  3Com  Corporation. 

All  other  company  and  product  names  may  be  trademarks  of  their  respective  companies. 
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»  ABCs  of  ERP,  CRM  and  much  more.  Refresh 
yourself  with  the  basics  (www.cio.com/abcs). 


With  Sybase®  software,  BNSF  Railway  Company  developed  a  mobile  application 
that  enables  remote  workers  to  document  railway  maintenance  and: 


Cuts  data  entry  time  by  approximately  50  percent 
Provides  more  accurate  and  timely  data 
Q/belivers  software  and  database  updates  automatically 


For  most  organizations,  maintaining  52,500  miles  of  rail  lines  would  be  a  colossal  headache.  But  for  BNSF  Railway  Company,  it  has  become 
a  competitive  advantage.  Because  they  have  an  information  edge  that  comes  from  Sybase  SQL  Anywhere®  and  Adaptive  Server®  Anywhere 
software.  Now,  BNSF  remote  workers  can  input  data  on  location  (vs.  waiting  until  the  end  of  the  day).  Headquarters  has  more  visibility  into 
the  field.  And  maintenance  decisions  are  made  more  proactively.  Just  a  few  reasons  why  more  and  more  global  companies  are  using  Sybase 
every  day  to  keep  their  business  on  track,  www.sybase.com/infoedge207 


Copyright  ©2006  Sybase,  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo,  SQL  Anywhere,  and  Adaptive  Server  are  trademarks  of  Sybase,  Inc. 
•  indicates  registration  in  the  United  States  of  America.  All  product  and  company  names  are  trademarks  of  their  respective  owners. 
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FROM  THE  EDITOR 


Christmas  came  early  to  India  this  year. 

Just  before  the  holiday,  several  big  American  companies  were  competing  to  see  which 
one  could  invest  more  money  in  the  subcontinent. 


Intel  was  first  out  of  the  gate,  saying  it  would  spend  a  billion  during  the  next  five  years. 


The  following  day,  JPMorgan  Chase  said  it  planned  to  double  its  Indian  workforce.  And  then 
Bill  Gates,  visiting  New  Delhi,  announced  that  his  feisty  little  software  outfit  planned  to  invest 
$1.7  billion  (take  that,  Intel!)  and  hire  3,000  new  people  in  India  during  the  next  four  years. 


Sniffing  a  trend,  McKinsey  predicted  that  global  outsourcing  services  would  earn 


Si  10  billion  bv 2010.  with  Tndia  ronnine- about 


10  or  12  brand-new  cities  to  meet  the  demand  for  housing,  office  space  and  infrastructure  cre¬ 
ated  by  all  these  new  workers  and  all  this  new  work. 


Pretty  heady  stuff.  And,  of  course,  it’s  all  good,  not  to  mention  inevitable.  As  long  as  it’s 
cheaper  to  send  work  abroad,  work  will  go  abroad,  especially  now  that  location,  location, 
location  doesn’t  much  matter.  Bangor  or  Bangalore,  it’s  all  the  same  to  the  ones  and  zeros. 


In  the  long  run,  rising  standards  of  living  abroad  will  make  for  a  safer,  happier  world  for 


everyone.  The  question  for  CIOs  isn’t  “Should  I  outsource?”;  it’s  “How  should  I  outsource?” 


This  issue  marks  the  conclusion  of  a  three-part  series  about  outsourcing  strategy  and  suc¬ 
cess  models,  defined  in  original  research  by  MIT’s  Center  for  Information  Systems  Research 
and  CIO,  and  reported  and  written  by  our  own  outsourcing  savant,  Senior  Editor  Stephanie 
Overby.  (The  whole  series  can  be  found  by  going  to  www.cio.com/specialreports.)  Her  story  in 


The  strategic  debate  over 
offshoring  is  over  Offshoring 
has  won.  Now  the  discussion 
moves  on  to  tactics. 


this  issue,  “Big  Deals,  Big  Savings,  Big  Problems,”  Page  60,  examines  the  most  complicated 
and  least  successful  of  three  types  of  outsourcing  arrangements,  the  strategic  partnership, 
in  which  a  company  turns  over  a  whole  range  of  IT  functions  to  a  third  party  (either  offshore 


or  on).  These  relationships  fail  about  half  the  time;  Overby  shows  how  to  be  part  of  the  half 
that  succeeds.  Oversimplifying  wildly,  the  key  is  to  remember  that  you’re  outsourcing  the 
work,  not  your  responsibility  for  it.  You  can’t  outsource  that  because  there’s  a  fundamental 
disconnect  at  the  heart  of  every  outsourcing  relationship.  As  Ontario  Power  Generation 
CIO  Dietmar  Reiner  neatly  puts  it,  “The  service  provider  is  motivated  by  profit,  and  we’re 
looking  at  cutting  costs.” 

See  the  problem? 

And,  of  course,  the  problem  is  compounded  when  such  complex  relationships  span 
continents  and  cultures. 

No  one  imagines  that  this  march  toward  globalization  will  be  a  walk  in  the  park.  How¬ 
ever,  in  this  issue’s  Keynote  column,  “How  to  Ease  the  Pain  of  Globalization,”  Page  26, 
Catherine  L.  Mann  describes  a  number  of  ways  in  which  we  can  usher  in  this  brave  new 
world  with  a  minimum  of  anxiety  and  distress. 

And  that  would  be  good.  Because,  if  you  look  around,  it’s  already  here. 


David  Rosenbaum,  Managing  Editor 

drosenbaum(a)cio.com 
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HAMMERS  JUST  DO. 

We  want  to  help  your  business  stay  ahead 
of  global  change.  As  inevitable  as  it  is. 

From  creating  systems  that  help  you 
expand  faster,  to  implementing  technology 
that  isn't  limited  by  geography,  function, 
or  language.  And  we  don't  want  to  try  to  do 
it.  We  want  to  get  it  done.  Like  we  did  working 
with  KBC,  one  of  Belgium’s  largest  banks, 
who  knew  that  to  compete  in  a  rapidly 
expanding  financial  marketplace  it  needed 
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implemented  a  solution  that  automated 
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financial  institutions  in  the  world  today. 
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that  embraces  change,  think  of  us  as  your 
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do  it  for  you.  www.eds.com 
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meet  the  CEO  of 


At  T-MobileB,  using  real-time  reporting  to  meet  customer  needs  is  an  easy  call. 


fulfilling  high  expectations 


:ts  in  the  United  States  and/or  other  countries.  T-Mobilg^t  federally  registered  trademark  of  Deutsche  Telekom  AG.  CO  2006  ^siness  Objects. 


Business  Performance  on  an  entirely  new  scale.  From  incoming  calls 
to  outgoing  packages,  T-Mobile  improves  service  for  its  20  million  subscribers 
with  business  intelligence  provided  by  Business  Objects.  When  everyone  in  your 
company  has  better  information,  you  get  better  results.  And  so  do  your  customers. 
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Motion  Computing’s  new  LS800  Tablet  PC  is  a  true  breakthrough  in  size  and  performance. 
Weighing  only  2.2  pounds  and  about  the  size  of  a  paperback,  the  LS800  features 
Intel®  Centrino™  Mobile  Technology  for  exceptional  mobile  performance  and 
productivity.  But  don’t  let  its  small  size  fool  you,  the  LS800  Tablet  PC 
gives  you  all  the  advantages  of  a  full-strength  operating  system 
to  run  your  Microsoft  Windows®  XP-compatible  applications. 

And  it’s  tough  enough  to  go  just  about  anywhere. 

The  Motion"  LS800  is  the  first  to  give  you  fell  desktop  functionality 
in  an  ultra-mobile  slate  Tablet  PC  -  it’s  the  only  PC  you’ll  need. 

Motion™  recommends 
Microsoft-  Windows®  XP  Tablet  PC  Edition. 


small  durable 

Well  take  you  where  you  want  to  be. 


MOBILE 
TECHNOLOGY 


At  only  2.2  lbs.,  Motion's  LS80Q  with  8.V  SVGA 
display  offers  full  Microsoft  Windows  XP  Tablet  PC 
functionality  so  you  have  the  power  of  your 
desktop  in  the  palm  of  your  hand. 


powerful 
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Contact  your  Motion  Solution  Provider, 

call  1 .866.MTABLET  or 

visit  www.motioncomputing.com 
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IT  security  measures  are  designed  to  ensure  that  data 
from  the  2006  Olympic  Winter  Games,  such  as  results 
from  the  bobsled  races,  cannot  be  tampered  with. 


is  ecurity  Champions  on  the  snow  and  ice  aren’t 
the  only  ones  who  have  been  training  intensely  for  the 
Olympic  Winter  Games  in  Torino,  Italy,  which  begin 
Feb.  11.  A  team  of  1,200  IT  professionals  has  also  been 
going  through  rigorous  training  exercises  to  make  sure 
I  that  viruses  and  hacker  attacks  won’t  threaten  systems 
that  control  everything  from  access  to  the  games  to  the 
electronic  scoreboards  that  monitor  the  events. 

Security  is  a  perennial  issue  at  the  Olympics.  This 
year,  the  challenge  “will  be  overseeing  infrastructure  at  loca¬ 
tions  that  are  spread  out”  between  the  town  of  Torino  and  the 
mountains,  says  Kathy  McNeill,  managing  director  of  IT  for 
the  United  States  Olympic  Committee  (USOC). 

Luckily,  Olympic  IT  professionals  in  Italy  have  had  experi¬ 
ence  with  the  kind  of  security  issues  they  will  face  in  Torino. 
Atos  Origin,  an  IT  services  company,  has  overseen  IT  for  the 
Olympics  since  2002.  During  the  16  days  of  competition  in 
Athens,  more  than  5  million  Continued  on  Page  14 


Less  Spam?  Depends  on  How  You  Look  at  It 


e-mail  The  Federal  Trade  Commission, 
the  agency  in  charge  of  fighting  spam, 
reported  in  late  December  that  the  problem  of 
unsolicited  e-mail  is  shrinking.  “We’re  mak¬ 
ing  progress,"  says  Lydia  Parnes,  director  of 
the  FTC  Bureau  of  Consumer  Protection. 

According  to  the  FTC,  antispam  filtering 
technology  and  the  two-year-old  Can-Spam 
Act  (under  which  the  government  has  sued 
about  50  spammers)  have  cut  down  on  the 
amount  of  spam. 


Computer  users  and  antispam  vendors 
are  not  as  cheery.  “The  FTC  might  be  seeing 
less  spam,  but  I’m  not,”  says  Don  Smutny, 
a  website  administrator  and  software  devel¬ 
oper.  He  says  his  employer  uses  spam¬ 
filtering  technology.  That  catches  about 
75  percent  of  spam,  but  the  total  amount 
of  spam  coming  into  the  company  has  not 
decreased. 

Managing  spam  still  costs  businesses  and 
Internet  service  providers  significant  money, 


says  Ray  Everett-Church,  counsel  for  the 
Coalition  Against  Unsolicited  Commercial 
E-mail  and  author  of  the  book  Fighting  Spam 
for  Dummies. 

Scott  Chasin,  CTO  for  e-mail  defense 
company  MX  Logic,  observes  there  is  less 
spam  in  the  e-mails  his  company  scans,  but 
that  doesn't  mean  the  problem  is  going  away. 

“Overall,  the  majority  of  [e-mail]  traffic  on 
the  Internet  is  still  spam-related,”  he  says. 

-Grant  Gross  i 
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Getting  Stronger? 

online  banking  Last  October,  an  obscure  government  body  called 
the  Federal  Financial  Institutions  Examination  Council  (FFIEC)  issued  a  secu¬ 
rity  guideline  that  banks  are  treating  as  a  mandate.  Starting  in  January  2007, 
financial  institutions  must  provide  consumers  of  online  financial  services  the 
same  protection  enjoyed  by  customers  using  a  debit  card  to  buy  groceries  or 
gas:  strong  authentication. 

Strong  means  two  or  more  types  of  identity  verification  in  return  for 
access.  At  the  grocery  store  or  gas  station  (or,  for  that  matter,  the  ATM), 
those  two  factors  are  usually  a  plastic  card  and  a  pass  code.  Online  banking, 
on  the  other  hand,  still  primarily  works  with  “weak”  single-factor  authenti¬ 
cation:  a  password. 

Strong  authentication  is  meant  to  take  a  McGruffian  bite  out  of  online 
crime.  And,  on  the  surface,  it  appears  that  forcing  banks  to  add  a  second 
factor  of  authentication  (such  as  a  fingerprint  or  a  smart  card)  to  a  pass¬ 
word  could  improve  the  deteriorating  state  of  online  security.  But  experts 
say  it’s  not  a  slam  dunkthat  a  second  factor  would  significantly  reduce 
emerging  risks.  According  to  security  guru  Bruce  Schneier,  "Two-factor 
authentication  will  force  criminals  to  modify  their  tactics,  that’s  all." 

The  timing  of  the  requirement  has  little  to  do  with  recent  consumer 
outrage  over  identity  theft.  Michael  Jackson,  chairman  of  the  FFIEC  IT 
subcommittee  that  drafted  the  directive,  says  the  organization  decided 
that  authentication  technology  was  finally  good  enough  to  make  a  de  facto 
mandate  realistic. 

Most  banks  expected  this;  some  were  planning  two-factor  authentication 
initiatives  anyway.  Nevertheless,  complying  with  the  FFIEC’s  order  may 
place  a  significant  burden  on  all  but  the  largest  banks. 

“To  compete,  we  have  to  give  away  Internet  banking  for  free  and  online 
bill-paying  for  free,”  says  Gerald  Rome,  director  of  IT  at  First  American 
Bank  &  Trust  in  Vacherie,  La.  "You  can’t  add  this  and  keep  doing  every¬ 
thing  for  free.”  -Scott  Berinato 


Security 
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IT  security  alerts  were  recorded,  although  only 
425  were  considered  serious  and  20  critical.  (Many 
of  these  serious  alerts  included  accredited  people 
such  as  athletes,  Olympic  staff  and  journalists  trying 
to  disconnect  the  Olympic  Games  intranet  so  they 
could  connect  personal  laptops  to  the  Internet.) 

According  to  Yan  Noblot,  IT  security  manager 
for  the  Olympics  at  Atos  Origin,  the  top  IT  risks  at 
this  year’s  games  include  the  potential  for  denial- 
of-service  attacks  and  any  kind  of  assault  on  the 
integrity  of  the  data  sent  to  the  press  and  the  public. 
“You  can  imagine  if  someone  changed  the  results 
on  the  scoreboard;  it  would 
not  be  pretty,”  he  says. 

One  security  measure  that 
Atos  Origin  has  put  in  place 
is  an  identity  management 
system  for  athletes,  journal¬ 
ists  and  Olympic  staff.  To 
guard  the  systems  against 
intruders,  the  company  has 
created  hundreds  of  virtual 
LANs,  so  that  internal  sys¬ 
tems  are  segmented  from 
each  other,  thus  making  it 
harder  for  the  bad  guys  to 
gain  access  and  take  systems 
down.  In  addition,  a  real¬ 
time  security  monitoring 
system  will  sound  alarms  if 
it  detects  network  intruders. 

Meanwhile,  the  winter 
games  present  unique  logis¬ 
tical  challenges.  For  one,  says 
Claude  Philipps,  Atos  Ori¬ 
gin’s  program  director  for  the 
games,  IT  teams  need  to  be  prepared  to  reach  the 
high  mountain  venues,  as  well  as  the  athletes’  hous¬ 
ing  nearby,  even  if  a  storm  dumps  several  feet  of 
snow  or  fallen  trees  block  high  mountain  roads. 

“No  matter  what  the  conditions,  we  have  to  be  there,” 
he  says.  “The  athletes  will  be  counting  on  us.” 

-Susannah  Patton 


BY  THE  NUMBERS 

The  2006  Winter 
Games  in  Torino 


15 

SPORTS. 


28 

VFNUFS 


450 

SERVERS. 


700 

PRINTERS, 


1,200 

I  T.  WORKFRS 


1,800 

RESULT  SYSTEM 
TERMINALS 


2,500 

ATHLETES. 


4,700 


90,000 

ACCREDITATIONS 
(FOR  ATHLETES, 
PRESS  ANDSTAEE).. 
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A  Note  from  the  Primordial  Soup  of  Open  Source 

While  tracking  the  status  of  80,804  open-source  development  projects,  SourceForge.net  has  found  that 
55%  have  yet  to  reach  beta  testing  and  only  19%  have  been  tested  and  debugged  and  are  in  wide  use. 
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TheNewATT.com 


Hank  not  only  counts  on  the  complete,  secure  network  of  the  new  AT&T, 
he  turns  to  AT&T's  online  BusinessDirect®  command  center  for  answers. 


The  new 


Your  world.  Delivered. 


TRENDLINES 


Mr.  BlackBerry 


Oscar  Time  Is 
BlackBerryTime 


mobile  computing  When  phones  began  ring¬ 
ing  and  e-mail  began  pinging  with  the  happy  (or  not-so- 
happy)  news  of  this  year’s  Oscar  nominations,  it’s  a  good 
bet  that  thanks  to  their  BlackBerrys,  the  agents  at  Cre¬ 
ative  Artists  Agency  were  among  the  first  to  get  the  scoop. 

The  200  agents  who  work  for  the  powerhouse  talent 
agency  (which  represents  Steven  Spielberg  and  Tom 
Cruise,  among  others)  are  the  power  BlackBerry  users  in 
Tinseltown.  CAA  CIO  Michael  Keithley  stewards  22 
Microsoft  Exchange  servers  that  store  more  than  4  ter¬ 
abytes  of  e-mail  full  of  the  latest  megadeal  details.  Accord¬ 
ing  to  Keithley,  the  size  and  complexity  of  CAA’s  e-mail 
database  resembles  that  of  General  Motors. 

Clearly,  for  Hollywood  agents,  the  BlackBerry  is  more 
than  a  status  symbol.  CAA’s  agents  spend  plenty  of  time 
away  from  their  glittery  Beverly  Hills  office  building,  so 
keeping  in  touch  is  essential. 


Of  course,  agents  still  live  and  die  by 
the  phone.  Each  agent  may  receive  over 
100  calls  a  day  and  more  during  peak 
times  such  as  the  current  Oscar  season, 
when  they’re  trying  to  get  better  deals  for  their 
nominated  clients.  So  Keithley’s  team  designed 
an  application  for  the  BlackBerry  that  automates  the 
phone  sheets  maintained  by  the  agents’  assistants  (the 
assistants  log  the  calls  in  a  spreadsheet),  giving  the  agent 
access  to  his  or  her  phone  messages.  Meanwhile,  a  sim¬ 
ple  command  from  the  BlackBerry  gives  the  agent 
immediate  answers  to  queries  from  CAA’s  data¬ 
bases  about  past  deals,  movies,  talent  history 
and  more,  so  they  have  the  information  they 
need  to  return  the  calls. 

If  the  caller  is  on  the  “A"  list,  that  is. 

-Gun j an  Bagla 
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After  the  Merger,  Who's  In,  Who's  Out 


on  the  move  The  pace  of  mergers 
and  acquisitions  is  expected  to  continue 
this  year,  according  to  FactSet  Merger- 
stat,  a  company  that  tracks  corporate 
deal-making.  That  means  even  more 
CIOs  will  find  themselves  either  working 
on  massive  integration  projects  or  look¬ 
ing  for  new  jobs.  Here  are  a  few  CIOs 
who  were  affected  by  recent  mergers: 

Former  CIO  Mike  Stout  departed 
Sprint,  which  merged  with  Nextel  this 
past  August.  Nextel  CIO  Dick  LeFave 
stepped  into  the  job  as  CIO  of  the  new 
company,  Sprint  Nextel. 

Jason  Glazier,  who  was  senior  VP, 
CTO  and  chief  e-commerce  officer  at 
Lincoln  Financial,  made  way  for  Chuck 
Cornelio,  former  executive  VP  of  tech¬ 
nology  and  insurance  services  at  Jeffer¬ 
son-Pilot,  after  the  merger  of  the 
companies  was  announced  in  October 
2005.  Cornelio  heads  IT  and  shared 


services  at  the 
combined  com¬ 
pany,  Lincoln 
Financial  Group. 

Jerry  Bartlett 
stepped  in  as 
CIO  of  Ameri- 
trade,  after 
Ameritrade 
completed  its 
acquisition  of 
TD  Waterhouse 
in  January. 

At  press  time, 
there  was  no 
word  on  what’s  next  for  Richard  Rzasa, 
who  was  CIO  of  TD  Waterhouse. 

How  do  you  know  whether  you  have 
a  shot  at  the  CIO  job  when  your  com¬ 
pany  merges  with  another?  When 
merged  companies  choose  a  CIO,  “the 
conclusion  people  tend  to  draw  is  that 


the  CIO  who  didn’t  get  the  job  is  not 
as  good  as  the  one  who  did,”  says 
Shawn  Banerji,  a  recruiter  with  Russell 
Reynolds.  That  isn’t  necessarily 
the  case. 

Corporate  politics  and  the  surviving 
CEO’s  view  of  IT  plays  a  role  in  deter¬ 
mining  which  CIO  will  stay,  says 
Banerji.  The  CEO  usually  wants  to  pre¬ 
serve  his  management  team.  But  since 
he  also  has  to  appease  the  other  com¬ 
pany,  he  may  think:  IT  is  important  but 
not  critical.  I’ll  hire  its  CIO. 

Age  is  also  a  consideration.  Merger- 
related  IT  projects  can  take  a  year  or 
more  to  complete;  companies  want 
someone  who’s  going  to  be  around  “to 
own  the  results,”  says  Banerji. 

Finally,  he  says,  plenty  of  CIOs,  upon 
learning  their  company  is  merging, 
cash  in  their  stock  and  move  on. 

-Meridith  Levinson 


DICK 

LeFAVE 


JERRY 

BARTLETT 


cio.com 


Read  Meridith  Levinson’s  MOVERS  AND  SHAKERS  blog  for  the  latest  moves.  Find  it  at  www.cio.com/blogs. 
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Fujitsu  PRIMEQUEST™  Servers  with  Intel®  Itanium®  2  Processors . 

Mainframe  Reliability .  Sized  for  the  Mainstream . 


For  decades,  CIOs  have  trusted 
Fujitsu  mainframes  to  run  their  mission- 
critical  applications.  Now  you  can 
get  the  same  robust  engineering  and 
innovative  design  with  the  highly  reliable, 
high  performance  Fujitsu  PRIMEQUEST 
servers  featuring  Intel®  Itanium®  2  Processors. 
Designed  for  Microsoft®  Windows®  and 
Linux®  environments  to  run  mission-critical 


System  Mirror 

PRIMEQUEST  servers  offer  the  ability  to  run 
memory  and  crossbars  as  mirrored  pairs.  This 
option,  enabled  via  the  Dual  Synchronous 
Architecture  in  PRIMEQUEST  servers,  provides 
fault  immunity  for  the  hosted  operating  system 
and  applications.  The  use  of  System  Mirror 
transparently  guards  against  hardware  errors 
that  could  otherwise  cause  a  system  panic. 


applications,  PRIMEQUEST  servers 
harness  the  power  and  performance 
of  up  to  32  Intel®  Itanium®  2  Processors, 
to  easily  accommodate  your  largest 
applications.They  are  designed  with  integrated 
networking  and  management  features  for 
simplicity  and  offer  flexible  I/O  and  partitioning 
that  enhances  your  agility  to  respond  to 
dynamic  business  requirements. 


To  learn  more  about  how  Fujitsu  PRIMEQUEST  servers  bring  mainframe  reliability  to  mainstream  environments, 
visit  us.fujitsu.com/computers/PRIMEQUEST  or  call  1-800-83 1  -3  1 83 
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The  Detective  and  the  Database 


shooter  went  by  the  street  name  Coco  and 
that  he  was  from  Oxnard,  Calif.  So  Eklund 
contacted  the  Oxnard  police  department, 
which  also  uses  GangNet.  The  Oxnard  offi¬ 
cers  keyed  in  the  name  Coco,  and  got  back  a 


law  enforcement  One  night  last 
July  in  Green  Bay,  Wis„  members  of  two 
rival  gangs,  Florencia-13  and  Brown  Pride 
Local  13,  crossed  paths  in  an  alley.  They 
argued,  and  a  fight  broke  out.  When  it  was 
over,  a  member  of  the  Florencia-13  gang  lay 
wounded,  and  a  48-year-old  man  who  had 
been  riding  his  bike  across  the  street  was 
shot  in  the  leg. 

Witnesses  wouldn’t  talk  much  to  Detec¬ 
tive  Dave  Eklund,  who  was  assigned  the 
case.  But  Eklund  had  a  powerful  investiga¬ 
tive  tool  on  his  side:  GangNet,  a  database 
that  tracks  information  on  350,000  alleged 
gang  members.  The  system  includes  the 
individuals’  photos,  street  names, 
addresses  and  known  associates, 
along  with  gang  hand  signals  and 
images  of  their  tattoos. 

One  member  of  the  Florencia-13 
gang  did  tell  Eklund  that  the  alleged 
shooter  was  a  member  of  Brown  Pride 
Local  13.  Eklund  used  GangNet  to  retrieve 
photos  of  27  of  the  gang’s  supposed  mem¬ 
bers  in  Green  Bay,  created  a  lineup  and 
printed  it  out.  He  showed  the  photos  to  the 
victims,  as  well  as  to  presumed  members  of 
Florencia-13.  The  exercise  enabled  Eklund 
to  rule  out  as  suspects  nearly  a  dozen  indi¬ 
viduals  who  were  around  the  alley  during 
the  fight. 

Eklund  also  got  a  tip  that  the  alleged 


photo.  Several  weeks  later,  Fernando  Car¬ 
ranza  Juarez,  22,  a.k.a.  Coco,  was  arrested 
and  extradited  to  Wisconsin,  where  he  goes 
on  trial  Feb.  8. 

Gang  violence  accounts  for  a  small  per¬ 
centage  of  crime.  According  to  the  FBI, 
only  6  percent  to  7  percent  of  murders 
annually  in  the  United  States  are  attributed 
to  gang  activity.  But  gang  membership  is 
expanding  to  small  towns,  grabbing  head¬ 
lines  and  public  attention. 

As  a  result,  an  increasing  number  of  law 
enforcement  agencies  are  installing 
GangNet.  First  deployed  by  the  state  of  Cal¬ 
ifornia  nine  years  ago,  the  system  is  now 
used  by  7,500  officers  in  11  states  (includ¬ 
ing  cities  such  as  Los  Angeles,  Las 
Vegas  and  Minneapolis),  as  well  as  by 
the  federal  government,  according  to 
GangNet  vendor  SRA  International.  Each 
agency  maintains  its  own  data,  which  it  can 
share  with  users  in  other  jurisdictions  (Las 
Vegas  and  the  state  of  California  have  con¬ 
nected  their  systems). 

As  Eklund  discovered  in  Green  Bay,  gang 
members  travel  across  state  lines.  And  so, 
says  Eric  Zidenberg,  who  heads  the 
GangNet  program  at  SRA,  integration  pro¬ 
vides  “the  real  advantage”  of  the  system. 
“Without  GangNet,  [this  case]  would  never 
have  been  solved,”  Eklund  says. 

- Allan  Holmes 
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Bridging  the  Digital  Shopping  Divide 


e-commerce  Danny  Lim  lives  in  Sin¬ 
gapore  with  his  wife  and  a  son  who  has 
wide  feet.  Wide  shoes  are  hard  to  find  in 
Singapore,  so  Lim’s  wife  decided  to  shop 
for  them  on  U.S.  websites.  There  was  just 
one  problem:  No  one  would  sell  her  the 
shoes.  American  retailers  don’t  like  to 
take  credit  cards  from  other  countries; 
they  don’t  like  to  ship  things  overseas; 
and  they  especially  don’t  like  to  do  busi¬ 
ness  with  customers  whose  IP  addresses 
place  them  in  parts  of  the  world  with  a 
high  incidence  of  fraud— like  Singapore. 


"Whenever  there’s  a  problem,  there’s  an 
opportunity,”  Lim  says  pragmatically.  And 
so,  he  founded  a  company  called  Corn- 
Gateway,  which  aims  to  bring  online  shop¬ 
ping  in  the  United  States  to  customers  in 
Asia.  Some  3,000  Singaporeans  have 
already  signed  up  for  the  service,  which 
gives  them  a  mailing  address  in  Portland, 
Ore.,  from  which  ComGateway  forwards 
their  packages. 

The  startup  has  addressed  security 
concerns  by  partnering  with  MasterCard 
and  DBS,  Singapore’s  largest  bank,  to 


integrate  the  address  verification  service 
used  by  online  retailers  to  identify  poten¬ 
tially  fraudulent  purchases.  In  addition, 
ComGateway  confirms  each  transaction 
by  calling  the  customer’s  registered  cell 
phone  and  asking  for  a  PIN.  Many  retail¬ 
ers  are  clearing  the  shipments,  and  Lim 
claims  a  fraud-free  track  record. 

He  plans  to  roll  out  the  service  to  other 
countries,  starting  with  Hong  Kong  and 
two  major  cities  in  China  sometime  in  the 
next  year. 


-Sarah  D.  Scalet 
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UNLOCK  THE  VALUE  HIDDEN 
WITHIN  YOUR  ENTERPRISE. 


Inefficient  business  processes,  slow  product  development,  fragmented  customer 
data— these  are  just  a  few  signs  that  your  enterprise  has  hidden  opportunities  for 
increasing  customer  and  shareholder  value.  That's  where  we  can  help. 

We’re  Tata  Consultancy  Services,  TCS,  creator  of  the  Global  Delivery  Model  for  software 
development.  For  over  35  years  TCS  has  been  the  provider  of  choice  for  hundreds  of 
clients  around  the  globe  seeking  to  improve  business  performance  through  superior  IT 
consulting  and  outsourcing  solutions.  Whether  it’s  increasing  supply  chain  efficiency, 
elevating  customer  service  or  improving  speed  to  market-we’ve  helped  some  of  the  best 
companies  in  the  world  become  even  better. 


Let  TCS  help  you  unlock  hidden  value  in  your  enterprise.  For  a  more  complete 
introduction,  email  marketing@usa-tcs.com  or  visit  TCS  online  at  www.tcs.com. 


TRENDLINES 


Peace  of 
Mind  for  $5 


rfid  Apple  Restoration  will  restore  anything  on 
the  outside  of  a  building,  from  slate  roofing  to  cop¬ 
per  fixtures.  Employees  of  the  Brooklyn-based  com¬ 
pany  use  expensive  tools  and  equipment.  Some  of 
them,  such  as  chipping  guns  and  sky-climber 
motors,  cost  as  much  as  $5,000.  The  company  has 
to  make  sure  that  these  pricey  tools  arrive  at  the 
right  job  site  at  the  right  time,  which  means  track¬ 
ing  them  at  up  to  25  different  locations. 

Through  a  partnership  between  toolmaker  Bosch 
and  software  vendor  ToolWatch,  Apple  Restoration 
uses  RFID  tags  on  half  of  its  tools  to  better  track 
them,  as  well  as  track  who  is  using— or  abusing,  or 
even  stealing  them,  says  John  Weiss  Jr.,  Apple 
Restoration’s  president.  Now,  he  says,  “We  can  see 
where  everything  is.” 

Apple  is  able  to  attach  tags  to  its  existing  tools, 
and  Bosch  now  offers  more  than  60  tools  that  are 
embedded  with  RFID  tags.  Bosch  claims  that  with 
the  RFIDs,  companies  can  limit  their  tool  loss 
from  theft  or  damage  to  just  4  percent.  Weiss 
finds  the  tags  also  make  workers  more  efficient.  If  a 
foreman  needs  a  particular  tool,  the  tag  can  tell  him 
if  it’s  in  the  tool  shop  and  he  can  send  someone 
authorized  to  pick  it  up.  The  tool  room  employee 
uses  a  handheld  computer  with  a  built-in  scanner 
to  document  the  switch,  then  updates  the  Tool- 
Watch  database. 

Weiss  says  the  technology  is  expensive  (the  tags 
alone  are  $5  apiece),  and  it  takes  workers  time  to  log 
equipment  in  and  out.  But  tool  theft,  loss  or  damage 
are  huge  problems  in  the  construction  industry. 
Theft  alone  amounts  to  an  estimated  $1  billion 
annually  and  the  two-cent  bar  code  labels  Apple 
Restoration  had  used  since  the  late  1990s  tended  to 
wear  away. 

“The  RFID  tag  never  gets  worn  out,”  Weiss  says. 
“It’s  a  little  peace  of  mind  for  five  bucks.” 


Loyal  Techies 
(and  What  Makes 
Them  That  Way) 

management  report  IT  employees  are  more  loyal  to  their  com¬ 
panies  than  they  were  three  years  ago,  according  to  a  study  by  Walker  Infor¬ 
mation,  and  the  dedication  of  workers  in  corporate  IS  departments  has 
increased  significantly  as  well. 

Walker’s  biennial  Report  on  Loyalty  in  the  Workplace  surveyed  more 
than  2,500  IT  workers  from  a  variety  of  industries  about  their  experiences 
in  and  attitudes  toward  their  jobs.  The  study  defines  “truly  loyal”  staffers 
as  those  who  said  they  were  committed  to  their  companies  and  planned  on 
staying  for  at  least  two  years.  The  number  of  truly  loyal  employees  within 
corporate  IS  departments  jumped  nearly  30  percent  since  2003,  when 
Walker  published  its  previous  survey.  Meanwhile,  the  number  of  truly  loyal 
workers  in  the  IT  industry  as  a 


whole  jumped  17  percent  (the 
collective  total  for  all  industries 
rose  by  a  meager  4  percent). 

At  the  same  time,  the  number 
of  corporate  IS  workers  who  feel 
trapped  in  their  jobs  has  fallen 
by  one-third.  Only  21  percent 
said  they’re  not  particularly 
committed  to  their  companies 
but  feel  they  have  no  option  but 
staying,  compared  to  33  percent 
three  years  ago. 

Chris  Woolard,  a  Walker  consult¬ 
ant,  attributes  the  change  in  atti¬ 
tudes  to  several  factors,  including 
the  stabilization  of  the  industry  after  the  dotcom  bust  and  an  increase  in 
offshoring  and  outsourcing.  He  observes  that  jobs  that  were  prone  to 
turnover  are  now  being  handled  by  contractors,  while  those  workers  who 
have  managed  to  retain  their  jobs  are  glad  they  haven’t  been  outsourced. 


440/o 

OF  EMPLOYEES 
IN  CORPORATE  I.S. 
DEPARTMENTS 
ARE  LOYAL  TO 
THEIR  COMPANIES, 
UP  FROM 

17°'° 

IN  2003. 


-Thomas  IVailgum 


also  in  helping  them  balance  their  work  and  family  lives.  Fair  workplace 
policies,  day-to-day  satisfaction  and  reinforcement  from  managers,  along 
with  compensation  also  play  a  big  role.  The  most  loyal  employees  also  have 
a  positive  view  of  their  company’s  products  and  reputation.  Woolard  con¬ 
cludes  that  IT  departments  have  simply  become  better  places  to  work. 

-A\  Sacco 
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Find  tools  and  guidance  to  defend  your  network  at  microsoft.com/security/IT 


►  Free  Tools  and  Updates:  Streamline  patch  management 
with  automated  tools  like  Windows  Server  Update  Services. 
And  verify  that  your  systems  are  configured  for  maximized 
security  with  Microsoft  Baseline  Security  Analyzer. 

►  Microsoft  Security  Assessment  Tool:  Complete  this 
free,  online  self-assessment  to  evaluate  your  organization's 
security  practices  and  identify  areas  for  improvement. 


►  Antivirus  for  Exchange:  Download  a  free  trial  of  Antigen  for 
Exchange  and  arm  your  e-mail  server  with  powerful  multi-engine 
protection  from  viruses,  worms,  and  inappropriate  content. 

►  Learning  Paths  for  Security:Take  advantage  of  in-depth 
online  training  tools  and  security  expert  webcasts  organized 
around  your  specific  needs.  Then  test  your  security  solutions 
in  virtual  labs,  all  available  on  TechNet. 


2005  Microsoft  Corporation.  All  rights  reserved  Microsoft,  Antigen,  and  Windows  Server  are  either 
registered  trademarks  Or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


Microsoft 


Jfro 


Susan  Cramm 


EXECUTIVE  COACH 


IT  Marketing  Smarts 

When  it  conies  to  selling  your  organization  on  IT,  it’s  the  people  and  the  product, 
not  the  print 


I  recently  read  an  annual  report  from  the  IT  department  of 
a  major  semiconductor  manufacturer.  At  30  pages  long 
with  a  lot  of  9-point  font,  it’s  an  impressive  document— full 
of  information  about  missions,  values,  strategies,  objec¬ 
tives,  organizations,  projects,  service  levels,  costs  and  impact. 
But  what  is  the  value  of  this  tome  in  a  world  where  the  success 
of  communication  often  hangs  on  the  phrasing  of  an  e-mail 
subject  line? 

CIOs  have  entered  the  marketing  game  today,  seeking  to 
increase  customer  loyalty  and  secure  funding.  In  addition  to 
annual  reports,  brochures  and  newsletters,  CIOs  have  mar¬ 
keted  IT  by  showcasing  IT  awards,  publicizing  service-level 
metrics,  branding  projects,  conducting  town  hall  user  meet¬ 
ings,  publishing  a  catalog  of  services  and  reviewing  business 
unit  performance  (according  to  a  May  2004  survey  by  CIO, 
which  can  be  found  at  www.cio. com/050104). 

Yet  marketing  veterans  caution  that  these  approaches  can 
backfire— particularly  in  organizations  where  IT’s  credibility  is 
already  low.  Mass-marketing  pitches  tend  to  fall  flat  if  people’s 
personal  experiences  counter  what  is  being  communicated. 
External  IT  awards  and  service-level  metrics  can  reinforce  a 
positive  impression  but  will  not  sway  those  who  are  negatively 
disposed  toward  IT.  Branding  projects  and  town  hall  meetings 
are  helpful  in  communicating  change  but  have  little  impact  on 
the  approval  process  or  the  overall  perception  of  success.  Ser¬ 
vice  and  product  catalogs  can  make  it  easier  to  do  business 
with  IT,  but  they  typically  are  not  utilized  much  by  decision¬ 
makers  in  the  business.  (For  details  of  a  comprehensive  tech¬ 
nology  marketing  program,  see  “Inside  an  IT  Marketing 
Campaign,”  Page  46.) 
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VMware  GSX  Server  3 


Offers  an  enterprise-class  virtual  machine  software  for 
business-critical  environments 
Ideal  for  server  consolidation,  disaster  recovery  and 
streamlining  software  development  processes 
Features  tight  integration  with  VMware  VirtualCenter  to 
deliver  high  levels  of  manageability  and  scalability 
Flexible  and  easy  to  deploy 


GSX  Server  3 
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SMART  BUY - 
$350  INSTANT 
SAVINGS’ 


Hard  drives  sold  separately 


Internal 


HP  StorageWorks® 

Ultrium  448  Tape  Drive 

•  Capacity:  up  to  200GB  native,  400GB 
compressed' 

•  Data  transfer  rate:  up  to  24MBps  native, 
48MBps  compressed2 
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CDW  773601 


Hard  drives  sold  separately 


The  Storage  Solutions  You  Need  When  You  Need  Them. 

We  don't  have  to  tell  you  that  data  loss  can  be  a  financial  blow  to  any  company.  And  with  more  data 
being  stored,  more  assets  are  at  stake.  CDW  has  a  full  line  of  top-name  storage  solutions  that  can  help 
you  increase  capacity  and  reduce  risk.  And  our  account  managers  have  the  expertise  to  ensure  you  get 
the  right  solution  for  your  needs.  So  you  don't  just  get  secure  storage,  you  get  peace  of  mind. 


The  Right  Technology.  Right  Away. J 

CDW.com  •  800.399.4CDW 

In  Canada,  call  888.898.CDWC  •  CDW.ca 


HP  Smart  Buy  instant  savings  reflected  in  price  shown;  HP  Smart  Buy  instant  savings  based  on  a  comparison  of  the  HP  Smart  Buy  price  versus  the  standard  list  price  of 
an  identically  configured  product  if  purchased  separately;  savings  may  vary  based  on  channel  and/or  direct  standard  pricing.  Assumes  2:1  compression.  Offer  subject  to 
CDW's  standard  terms  and  conditions  of  sale,  available  at  CDW.com.  ©  2006  CDW  Corporation 
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HP  ProLiant  ML350  G4p  Series  Server 

•  64-bit  Intel®  Xeon™  Processor  (3.20GHz) 

•  Designed  with  an  expandable  platform  that 

wwm 

$1799 

CDW  851506 

delivers  affordable,  two-way  performance 

•  Memory:  1GB  std.,  12GB  max. 
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EXECUTIVE  COACH 


But  if  mass-marketing  methods  can’t  help  the  average  CIO, 
then  what’s  the  alternative?  In  order  to  evaluate  what  works  and 
what  doesn’t  when  it  comes  to  marketing  IT,  identify  your  pri¬ 
mary  targets  for  persuasion— namely,  the  people  who  make 
decisions  about  IT  and  those  who  influence  them.  CEOs  and 
their  direct  reports  should  not  be  the  primary  targets  of  IT 
marketing  efforts.  Successful  CIOs  market  one  or  two  levels  fur¬ 
ther  down  because  they  understand  that  senior  executives  are 
heavily  influenced  by  key  members  of  their  organizations. 
These  managers  have  formed  their  perceptions  of  IT  based  on 
their  own  personal  experiences  and  the  urban  legends 
recounted  in  the  hallways. 

IT  marketers  should  learn  from  the  lessons  of  business-to- 
business  marketing.  Harvard  Business  School  professor  Das 
Narayandas,  in  a  Harvard  Business  Review  article  titled  “Build¬ 
ing  Loyalty  in  Business  Markets,”  contrasts  B2B  efforts  with 
mass  marketing.  Business  markets  consist  of  a  relatively  small 
number  of  customers— “segments  of  one,”  Narayandas  calls 
them— that  define  value  in  different  ways  and  desire  customized 
products,  quality  or  price.  The  sales  process  is  typically  lengthy 
due  to  the  complexity  of  transactions  and  the  large  number  of 
decision-makers  and  staff  types  involved. 

If  that  sounds  familiar,  it’s  because  each  IT  customer  is  a 
segment  of  one.  In  contrast,  mass-marketing  approaches  for 
consumer  markets  (where  there  are  many  buyers  with  similar 
needs  who  purchase  low-priced,  mass-produced  items  on  a 
frequent  and  efficient  basis)  don’t  fit  the  IT  challenge. 

Narayandas  emphasizes  that  although  managing  individual 
customers  is  difficult,  it’s  imperative  in  today’s  business  mar¬ 
kets.  It  may  distress  some  and  please  others  to  reaffirm  what  we 
all  know:  IT  is  a  relationship  business.  The  most  effective  mar¬ 
keting  tool  CIOs  have  is  the  people  who  interact  with  second- 
and  third-level  leaders  in  the  business— the  IT  account  man¬ 
agers,  planners,  function  heads,  and  project  and  service  managers. 

What  Really  Leads  to  Loyalty 

It’s  the  CIO’s  job  to  ensure  that  IT  products  and  services  are  cost- 
competitive  and  differentiated  from  competitors— those  exter¬ 
nal  service  providers  doing  end  runs  around  your  department. 

But  while  meeting  financial  expectations  will  keep  IT  in  the 
game,  it’s  these  nontangible  services  that  foster  long-term  rela¬ 
tionships  and  loyalty.  Effective  IT  marketing  consists  of  face-to- 
face  communication  with  each  segment  of  one  to  understand 
how  that  customer  defines  value  and  to  ensure  that  IT  is  both 
delivering  against  his  tangible  expectations  and  over-deliver¬ 
ing  on  the  intangibles.  By  the  end  of  every  interaction  with 
your  department,  it  should  be  clear  to  customers  why  they  are 
doing  business  with  their  internal  technology  provider. 

All  the  pretty  IT  marketing  collateral  should  make  CIOs  a  lit¬ 
tle  squeamish.  Mass-market  communications  that  contain  infe¬ 
rior  product  and  service  positioning  can  make  CIOs  look  like 
a  socially  inept  kid  trying  to  get  attention. 


Reader  Q&A 

Q:  Given  that  IT  is  a  relationship  business,  is  any  sort  of  mar¬ 
keting— whether  mass-market  or  B2B— appropriate?  Market¬ 
ing  seems  to  run  counter  to  the  idea  of  a  relationship. 

A:  That’s  the  legacy  of  mass-marketing  communications,  but 
it  really  has  nothing  to  do  with  the  true  purpose  of  market¬ 
ing.  Marketing  consists  of  offering  the  combination  of  attrib¬ 
utes  necessary  to  satisfy  a  target  market,  as  expressed 
through  the  “four  P’s”— product,  price,  promotion  and  place 
(meaning  distribution).  Ideally,  all  marketing  would  be  rela¬ 
tionship-based;  after  all,  the  best  marketing  is  always  word 
of  mouth.  IT  hurts  business  relationships  when  it  takes  a  nar¬ 
row  view  of  marketing  by  focusing  exclusively  on  promotion 
through  mass  communication  and  ignores  the  other  three  P’s. 


Have  a  leadership  question? 


For  more  reader  questions  and  answers 
from  Susan  Cramm,  go  online  to 
www.cio.com/leadership. 

cio.com 


Q:  What  organizational  arrangements  for  IT  work  best  when 
appealing  to  “segments  of  one”?  Should  relationship  man¬ 
agers  oversee  every  customer  interaction?  Should  communi¬ 
cation  liaisons  be  paired  with  tech  staff? 

A:  In  a  way,  everybody 
in  IT  is  in  the  market¬ 
ing  business.  When 
chief  information  offi¬ 
cers  are  planning  their 
organizations,  market¬ 
ing  efforts  can  be  facilitated  through  four  dimensions: 

■  Strategy— Ensuring  that  IT  strategy  is  aligned  with  busi¬ 
ness  strategy. 

■  Staffing— Selecting  people  in  customer-facing  positions 
who  have  good  communication,  negotiation  and  relation¬ 
ship-building  skills. 

■  Structure— Allocating  resources  to  liaison  positions  such 
as  relationship  managers. 

■  Systems/Processes— Making  it  easy  for  customers  to  inter¬ 
act  with  IT. 


Q:  The  CIO  article  you  link  to  says  the  best  IT  marketing  tools 
are  regular  reports  to  the  board,  IT  scorecards  with  lagging 
and  leading  indicators,  and  real-time  information  on  IT.  Do 
these  tools  also  work  for  business  marketing? 

A:  These  are  great  communication  tools,  but  they  don’t  con¬ 
stitute  an  effective  marketing  program.  For  that,  IT  needs  to 
give  more  thought  to  how  its  products,  services,  pricing, 
development  and  delivery  methods  are 
supported  by  its  communications.  BID 

Susan  Cramm  is  founder  and  president  of  Val- 
uedance,  an  executive  coaching  firm  in  San 
Clemente,  Calif.  You  can  e-mail  feedback  to 
susan@valuedance.com. 
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ADVERTISING  SUPPLEMENT 


Putting  the  drop  on  software  costs 


New  software  assurance  benefits 
can  help  lower  software  costs 
for  a  healthy  bottom  line 


Executive  Summary 

The  decision  to  drop  Microsoft®  software  agreements  is  often  muddled  in 
an  attempt  to  save  money.  However,  lapses  in  Windows®  coverage  can  end 
up  costing  enterprises  big  bucks.  That's  because  Enterprise  Agreements 
(EAs)  now  offer  cost-cutting  opportunities  that  go  beyond  typical  software 
agreements.  This  is  achieved  through  Microsoft's  new  Software  Assurance 
Benefits-a  program  that  leverages  the  key  tools,  services  and  resources 
that  enterprises  need  to  contain  and  even  reduce  the  costs  associated  with 
deploying  and  maintaining  Windows  software. 

Read  on  to  learn  more  about  the  cost  savings  benefits  and  how  the  pack¬ 
age  includes  eligibility  for  Windows  Vista™  Enterprise-the  next  generation 
in  computing  platform  scheduled  for  release  in  2006. 


Despite  tight  budgets, 
enterprise  software  spend¬ 
ing  continues  to  climb. 
According  to  the  Meta 
Group,  enterprises  today  spend 
up  to  $iooK  per  operating  system 
image,  per  year.  Multiply  that  times 
hundreds  of  images  to  maintain,  and 
we’re  talking  big  bucks-no  matter 
the  size  of  the  company. 

Interestingly,  the  very  software 
agreements  that  executives  hesitate 
to  invest  in  can  actually  pave  the 
way  to  dramatic  cost  savings.  The 
right  software  agreements  offer  the 
tools,  services  and  training  resourc¬ 
es  necessary  to  get  software  costs 
under  control,  and  keep  them  there. 

Still,  some  executives  have  opted 
to  detach  coverage-even  with  ever- 
popular  Windows-  from  their 
software  agreements.  On  the  surface 
it’s  a  quick  budget  fix. 

“But  it’s  time  to  reconsider  those 
decisions  from  a  different  perspec¬ 
tive,”  says  Elan  Ellinger,  with  client 
marketing  of  Windows  products 
at  Redmond,  WA-based,  Microsoft 
Corporation.  “Executives  shouldn’t 
be  looking  at  software  agreements 
in  terms  of  the  licensing  fees  only, 
but  rather  how  the  benefits  of  those 
agreements  can  help  them  lower 
their  total  cost  of  ownership.” 

That  said,  executives  need  to  take 
a  step  back  and  analyze  the  real  dol¬ 
lars  and  cents  of  re-attaching  Win¬ 
dows  to  their  software  agreements. 
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It  takes  money  to  save  money 

From  an  executive  perspective,  Enterprise  Agree¬ 
ments  (EAs)  may  appear  to  be  a  simple  line  item 
on  an  ever-growing  list  of  costs  tallied  against  the 
effective  running  of  an  IT  organization.  So  when 
IT  budgets  tighten,  some  may  feel  compelled  to 
ax  the  EA  line  item  for  Windows  coverage,  clearly 
hoping  to  save  money.  But,  they  may  end  up  paying 
dearly-if  they  didn’t  consider  the  full  ramifications 
of  that  decision  in  regard  to  total  cost  of  ownership 
(TCO). 

Without  an  EA,  enterprises  miss  out  on  the 
obvious.  Extended  product  support  goes  away. 
Which,  without  calculating  the  overtime  of  the 
already-stretched-to-the-max  staffers,  might  seem 
like  a  cost-effective  move.  After  all,  that’s  what  IT 
is  there  for.  Right? 

Then  there’s  the  question  of  upgrade  rights. 
When  executives  fail  to  renew  an  EA,  they  forfeit 
their  right  to  software  upgrades,  which  may  be 
considered  poignant  only  when  a  major  release 
is  imminent-which  is,  of  course,  the  case  with 
Windows  Vista’s  much-anticipated  release  to  the 
general  public  in  2006.  So  the  cost  of  this  inevitable 
upgrade  can  be  considered  a  direct  hit  for  letting 
an  EA  slide  at  this  critical  juncture. 

“However,  direct  cost  savings  is  not  the  only  fi¬ 
nancial  benefit  to  upgrading  to  Windows  Vista  En¬ 
terprise,”  comments  Ellinger.  “The  fact  is,  delayed 
adoption  can  actually  cost  enterprises  more  money 
due  to  increased  IT  support  requests,  increased 
desktop  management  costs,  ineffective  security 
measures  and  other  direct  and  indirect  IT  costs.” 
With  features  to  support  enhanced  data  protection, 
application  compatibility  and  worldwide  deploy¬ 
ment,  Windows  Vista  Enterprise  deployment  can 
help  cut  software  costs. 

But  the  big  TCO  news  is  that  Windows  EAs 
now  offer  new  value  that  translates  into  quantifi- 

CASE  STUDY:  Real-life  TCO 


Discussions  about  total  cost  of  ownership  are  all  well  and 
good,  but  the  proof  is,  as  they  say,  in  the  pudding. 

A  recent  TCO  study  conducted  at  a  large  pharmaceuti¬ 
cal  firm  revealed  that  the  company's  move  from  Windows 
2000  to  Windows  Vista  is  poised  to  reduce  IT  labor  costs 
by  a  whopping  15-20  percent.  For  this  firm,  the  IT  labor 
savings  can  be  attributed  to  "a  more  secure  codes  base, 
better  reliability,  fewer  images,  locked  desktop  and  fewer 
service  desk  calls.” 

Because  the  company  already  runs  a  "tight  ship,"  the 
savings  potential  for  other  organizations  can  prove  to  be 
even  more  impressive. 


able  cost  savings  which  add  up  quickly.  That  value 
comes  from  Microsoft’s  new  Software  Assurance 
Benefits  program1  which  provides  many  tools,  ser¬ 
vices  and  resources  to  help  enterprises  deploy  and 
manage  Windows  software  more  cost-effectively 
throughout  its  lifecycle. 

The  bottom  line:  Despite  the  upfront  investment, 
EAs  now  offer  greater  incentive  for  cost-conscious 
enterprises  looking  to  lower  software  TCO. 

Winning  equation  for  a  lower  TCO 

Controlling  software  costs  is  always  a  priority  for 
IT.  But  how  can  enterprises  expect  access  to  the 
latest  and  greatest  software,  while  lowering  their 
TCO?  “There’s  a  simple  equation  for  making  that 
seemingly  ‘lofty’  dream  a  reality,”  offers  Ellinger. 
“And  it  all  comes  down  to  the  new  Software  Assur¬ 
ance  Benefits.” 

STEPQ 

Save  more  money  while  getting 
users  up  and  running 


Getting  software  to  the  fingertips  of  users  is  prior¬ 
ity  one.  But  this  can  be  an  arduous,  time-consum¬ 
ing  and  expensive  process,  especially  when  dealing 
large  user  bases.  To  put  that  into  perspective, 
Microsoft  studies  show  that  manual  desktop  de¬ 
ployments  can  cost  as  much  as  $Soo-$iooo  per  PC. 
That’s  why  deployment  happens  to  be  a  key  focus 
for  cost  containment. 

Fortunately,  there’s  lots  of  room  for  improve¬ 
ment.  The  real  bottlenecks  are  in  legacy  systems 
and  rogue  applications,  not  to  mention  the  sheer 
volumes  that  mid-  to  large-scale  enterprises  deal 
with.  According  to  a  Microsoft  study,  operat¬ 
ing  system  deployment  and  user  migration  take 
enterprises  as  many  as  to  6-7  hours  per  PC,  so 
it’s  easy  to  see  how  they  can  quickly  monopolize 
IT  resources  and  budgets.  In  the  end,  speed  and 
efficiency  in  deployment  will  ultimately  translate 
into  cost  savings. 

Now,  with  the  new  automation  tools  and  best 
practices  resources  that  come  with  Software 
Assurance  Entitlement  benefits-and  the  Win¬ 
dows  Vista  Enterprise  version  that  comes  with 
it-enterprises  can  reduce  deployment  costs.  New 
pre-installation  environments,  image  management 
capabilities,  and  legacy  application  compatibility 
tools  ensure  the  smooth  and  rapid  deployment  of 
patches  and  new  software  across  the  enterprise. 

For  example,  Virtual  PC  Express,  available  only 
with  Windows  Vista  Enterprise,  helps  ensure 
compatibility  of  legacy  Windows-based  applica¬ 
tions  for  more  efficient,  less  costly  deployments. 


Part  of  the  new  benefits  available  in  March  2006 
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Windows  VISTA  Enterprise  Feature  Overview 

The  new  Window  Vista  Enterprise  offers  many  features  and  benefits  that  result  in  lower  total  cost  of  ownership. 


DATA  PROTECTION  APPLICATION  COMPATIBILITY  MULTI-LINGUAL  DISK  IMAGE 


Protection  of  hard  drive  in  case  of  lost,  stolen 
or  refurbished  PC  helps  control  operating 
costs: 

Full  Volume  Encryption 

■Helps  prevent  stolen  laptop  from  being 
booted  to  another  OS,  data  can't  be  read 
•Better  protects  data  left  behind  on  the 
hard  drives  of  disposed  PCs 
•Escrow  service  provides  IT  department 
with  a  safe  way  to  unlock  a  locked  system 
•Requires  TPM  chip  (1.2)  in  hardware  to 
seal  the  keys  that  encrypt  and  decrypt 
sectors  on  the  Windows  hard  drive 


Legacy  applications  will  run  under  Windows 
Vista,  contributing  to  more  efficient  and  less 
costly  deployments: 

Virtual  PC  Express 
■Helps  ensure  compatibility  of  legacy 
Windows-based  applications  during 
operating  system  upgrade 
•Allows  customers  to  run  legacy  apps  in  a 
virtual  machine 

Note:  Virtual  PC  Express  Early  Release 
made  available  in  March  '06  ahead 
of  the  Windows  Vista  launch  will  not 
include  x64-bit  support  nor  Windows 
Vista  as  host/guest 

Subsystem  for  Unix-based  Applications 
(SUA) 

•Provides  an  interoperability  solution  that 
helps  with  integration  between  Windows 
and  UNIX/Linux  environments 
•Smoothes  migration  of  UNIX-based 
applications  to  Windows 


All  Microsoft  user  interface  languages  can 
be  integrated  into  the  hard  drive  image, 
thereby  reducing  the  costs  of  deploying  and 
maintaining  images: 

Multilingual  User  Interface  (MUD 
•IT  Pros  can  integrate  all  languages  to  disk 
image  (with  no  additional  costs) 

•Disk  image  spans  all  languages  and  all  PC 
form  factors  can  be  deployed  worldwide 
•Lowers  IT  costs  associated  to  deploying 
and  maintaining  disk  images 
•Reduces  the  number  of  required  disk 
images 

•One  PC  can  be  switched  for  use  by 
speakers  of  different  languages 


Additionally,  Microsoft  offers  planning  workshops 
as  part  of  the  Software  Assurance  Entitlement 
benefits,  to  help  enterprises  further  strategize  for 
efficient,  cost-effective  deployments. 

STEPO 

Make  more  money  by  maximizing 
user  productivity 


Once  software  reaches  the  users,  enterprises  have 
another  opportunity  to  positively  impact  the  bot¬ 
tom  line.  Like  deployment  efficiency,  information 
worker  productivity  also  translates  into  cost  con¬ 
tainment.  Consider  this  telling  statistic:  Accord¬ 
ing  to  Microsoft,  enterprises  spend  up  to  $i8K  per 
year,  per  employee  in  lost  productivity  when  that 
employee  can’t  find  data  and/or  has  to  re-create 
misplaced  documents. 

Productivity,  though,  isn’t  just  about  hard  cost 
reductions.  When  workers  can  do  their  jobs  better 
and  faster,  they  indirectly-but  definitively- impact 
the  health  of  the  business  through  their  positive 
contributions,  from  revenue  generation  to  strategic 
initiatives.  And  to  ensure  maximum  productiv¬ 
ity,  information  workers  must  be  armed  with  two 
things:  the  right  tools  to  do  their  jobs  and  the  right 
education  to  make  the  most  out  of  their  tools. 


Productivity  tools  naturally  accompany  an 
enterprise’s  effort  to  keep  current  with  their 
software.  Every  software  release  helps  users  by 
building  on  previous  versions.  That  said,  Windows 
Vista  Enterprise  offers  new  productivity-enhanc¬ 
ing  features  for  mobility,  global  collaboration, 
security  and  more.  For  example,  the  Windows® 
BitLocker™,  which  drives  the  encryption  feature 
in  Windows  Vista  Enterprise,  reduces  the  risk  of 
an  attacker  gaining  access  to  information  on  stolen 
laptops,  a  huge  threat  in  today’s  mobile  business. 
Perhaps  even  more  important,  the  education 
that  users  need  comes  as  an  integral  part  of  the 
Software  Assurance  Entitlement  benefits  program. 
Enterprises  can  tap  Microsoft  education  resources 
(rather  internal  staff)  with  vouchers  for  instructor, 
online  and  self-paced  training  as  well  as  consulta¬ 
tive  learning  services.  And  employee  programs 
-such  as  employee  purchase  and  home-use  pro- 
grams-foster  use  outside  of  the  office. 

STEPO 

Keep  more  money  through 
efficient  support 

Efficient  software  management  is  the  next  step  in 
lowering  software  TCO.  What  enterprise  couldn’t 
benefit  from  better,  more  streamlined  software 
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1 

Microsoft  Software  Assurance  Lifecycle  Benefits 

The  Microsoft  Windows  Software  Assurance  Entitlement  benefits  entitle  enterprises  to  the  following  key  features,  all  of 
which  contribute  to  a  lower  total  cost  of  ownership  throughout  the  software  lifecycle: 

LIFECYCLE 

COST  REDUCTION  OPPORTUNITY 

FEATURES 

PLAN 

Lower  pricing  plans  and  budgeting  opportunity 

•  Consistent  terms  and  pricing 

DEPLOY 

Streamlined  deployment  for  faster,  less  expensive 

roll-out  of  software 

■  Desktop  deployment  planning  services 

•  Deployment  planning  workshops 

Business  Value  Discovery 

Architectural  Design 

•  Windows  Pre-Installation  Environment 

USE 

Robust  feature  set  and  educated  users  result  in  a 

highly  productive  work  environment 

•  Windows  Vista  Enterprise 

•  Virtual  PC  Express 

■  Extended  training  vouchers 

Instructor,  online  &  self-paced 

Consultative  learning  services 
-E-learning  &  on-demand 

■  Employee  programs 

Home  Use  Program 

Employee  Purchase  Program 

•  Enterprise  Source  License  Program 

MAINTAIN 

Timely  and  efficient  support  promotes  optimum 
uptime  and  user  productivity 

■  24x7  problem  resolution  services 

■  "Cold  backups"  server  licenses 

•  TechNet  Plus 

Online  chat  and  newsgroup  services 

Beta  release  candidate  &  evaluation  software 

TRANSITION 

Effective  use  of  legacy  systems  with  minimal  impact 

on  IT  staff 

■  Extended  Hotfix  Support 
•  Fundamentals  for  Legacy  PCs 

management?  Better  software  support  is  critical, 
providing  better  utilization  and  faster  problem 
resolution  to  maximize  user  uptime.  Microsoft  says 
that  help  desk  costs  today  average  around  10  per¬ 
cent  of  IT  operations-time  and  money  that  could 
be  redirected  to  other  revenue-generating  business 
goals. 

Microsoft’s  Software  Assurance  Benefits  offer 
many  ways  to  lower  desktop  management  costs 
through  enhanced  support.  For  example,  24x7 
problem  resolution  support  and  cold  back-up 
services  alleviate  the  support  burden  on  IT  staffers 
and  optimize  user  productivity.  What’s  more,  the 
program’s  TechNet  Plus-with  online  chats  and 
newsgroup  services-entitles  enterprises  to  ad¬ 
ditional  technical  resources  for  top-notch  software 
support. 

Also  important  to  efficient  user  support  is  the 
software  itself.  Software  is  universally  updated 
with  most  new  versions  to  accommodate  three  im¬ 
portant  attributes  to  minimize  downtime:  greater 
performance,  higher  reliability  and  enhanced 


security.  Windows  Vista  Enterprise  is  no  excep¬ 
tion,  providing  a  powerful  infrastructure  that 
ensures  a  lower  cost  than  other  operating  systems 
through,  for  example,  efficient  image  engineering. 
In  evidence,  the  Multilingual  User  Interface  (MUI) 
feature  enables  disk  images  to  span  all  languages 
and  all  PC  form  factors,  reducing  the  number  of 
required  disk  images  for  IT  to  support. 

“In  the  end,  the  software  TCO  equation  is  all 
about  the  numbers,”  concludes  Ellinger.  “Lower 
software  costs-whether  direct  or  indirect-makes 
for  sound  business  decisions.  So  executives  that  re¬ 
attach  Windows  to  their  EA  coverage  can  leverage 
the  new  Software  Assurance  Entitlement  benefits 
to  quickly  bring  their  numbers  into  line.” 


Microsoft 
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May  8-10,  2006 

The  Charles  Hotel,  Cambridge,  MA 


A  top  challenge  for  CIOs  is  building  upon  both  the 
personal  and  organizational  leadership  capabilities 
needed  to  cement  IT’s  role  as  a  driver  of  business 
growth  and  performance. 

Building  on  the  critical  principles  of  leadership,  the  event 
combines  insights  from  some  of  the  top  thinkers  in  the 
field  with  practical  observations  and  advice  from  CIOs. 

Attend  and  learn  how  to  set  the  right  strategic  course, 
effectively  sell  it  to  internal  and  external  stake  holders, 
and  craft  the  plan  required  to  make  it  all  happen. 

To  register  or  for  more  information 
call  800-355-0296. 


Presented  by  CIO  magazine  in  conjunction  with  the 
CIO  Executive  Council 

CIO  Executive  Council 

The  Professional  Organization  for  CIOs 
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Catherine  L.  Mann  keynote 


How  to  Ease  the  Pain 
of  Globalization 

While  the  trend  toward  making  hardware  and  software  overseas  has  boosted  the 
U.S.  economy,  an  increasing  number  of  U.S.  jobs  are  falling  through  the  cracks 


Not  a  week  goes  by  without  an  article  in  the  press 
about  the  offshoring  of  information  technology— 
whether  it’s  the  production  of  hardware,  call  cen¬ 
ter  and  programming  jobs,  or  even  research  and 
development  activities.  Media  pundits  and  politicians  have 
seized  on  these  reports  as  auguries  of  America’s  demise.  But  are 
things  really  that  bad?  Is  there  nothing  positive  about  moving 
some  of  America’s  IT  activities  abroad?  More  importantly,  what 
specific  strategies  can  U.S.  policymakers  implement  to  maxi¬ 
mize  the  gain  and  minimize  the  pain  associated  with  these 
rapid  changes? 

U.S.  companies  use  IT  to  produce  higher-quality  products  at 
home,  using  computer-controlled  machine  tools  to  produce 
specialized  valves,  for  instance.  They  also  use  IT  to  offshore 
manufacturing  and  production,  which  reduces  the  price  of  the 
products  we  buy,  such  as  DVD  players.  There  is  no  doubt  that 
globalization  would  move  more  slowly  without  IT.  Indeed,  glob¬ 
alization  and  technological  change  build  on  each  other  to 
quicken  the  pace  of  globalization  overall  and  intensify  its  effect 
on  the  United  States.  This  is  particularly  true  when  globaliza¬ 
tion  reduces  the  price  of  IT,  in  the  guise  of  lower-priced  com¬ 
puters  and  software.  That’s  because  an  increasing  number  of 
nontechnology  companies  use  the  cheaper  IT  to  redefine  their 
business  strategies,  create  new  products  and  expand  their  mar¬ 
kets.  Local  producers  can  sell  into  a  national  and  even  global 
market  using  a  computer,  software  and  the  Internet.  Banks  and 
stock  brokerages  can  reach  new  customers,  and  individuals 
can  check  their  bank  balances  and  make  stock  transactions  if 
they  have  these  technology  tools  and  know  how  to  use  them. 
A  comprehensive  economic  analysis  done  by  my  institute 

Continued  on  Page  30 
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ILLUSTRATION  BY  STEVE  MUNDY 


Who  was  selected  as  best  in  Bl? 


Siebel  Business  Analytics 
Best  Business  Intelligence  Application 

Award  Winner 


Siebel  Business  Analytics  received  the  most  prestigious  Bl  award  because  unlike 
traditional  Bl  vendors,  Siebel  meets  the  new  business  demands  of  enterprise  Bl. 
Siebel  delivers  richer,  real-time  intelligence  for  everyone  across  your  enterprise. 
Working  seamlessly  with  your  existing  systems  and  data  warehouses,  Siebel’s  mission- 
critical  Bl  architecture  supports  multi-terabytes  of  data  and  thousands  of  users. 
And  Siebel's  pre-built  solutions  embed  industry-specific  best  practices  that  are 
flexible,  quickly  implemented,  and  deliver  low  TCO. 

To  learn  more,  visit  www.siebel.com/bi 


SIEBEL 

Business  Analytics 


©2006  Siebel  Systems,  Inc.  All  rights  reserved.  Siebel  and  the  Siebel  logo  are  trademarks  of  Siebel  Systems.  Inc.  and  may  be  registered  in  certain 
jurisdictions.  Siebel  was  recognized  as  the  winner  of  the  most  recent  RealWare  award  from  CMP  Media's  Intelligent  Enterprise.  RealWare  is  a  registered 

trademark  of  Intelligent  Enterprise. 


Global  companies  have  teams  everywhere.  To 
systems  and  software  put  everyone  on  the  same : 

Running  a  global  company  requires  secure  worldwide  systems  and  Xerox  DocuShare®  software,  documents  can  o 
information  sharing.  Luckily,  Xerox  has  a  solution  for  be  securely  scanned  to  the  Web.  This  way  people  through-  \ 
everyone  on  your  team.  Using  Xerox  multifunction  out  your  global  network  can  share  them.  This  keeps  I 


xerox.com/offfice/team  1-800-ASK-XEROX  ext.  753 

©  2005  Xerox  Corporation  All  rights  reserved.  XEROX*  WorkCentre*  DocuShare*  and  There’s  a  new  way  to  look  at  it*  are  trademarks  of  Xerox  Corporation  in  the  United  States  and/or  other  countries. 


help  them  share  ideas,  Xerox  multifunction 
playing  field.  There’s  a  new  way  to  look  at  it. 
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documents  current,  can  eliminate  warehousing  needs 
70%  and  can  reduce  order  fulfillment  time  by  80%. 
Whatever  Xerox  WorkCentre®  multifunction  system  you 
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choose,  you’ll  reduce  costs  by  printing,  copying,  scanning 
and  faxing  from  one  convenient  network  device. 
Now  that's  a  game  plan.  To  learn  more,  contact  us  today. 


XEROX 


Technology  Document  Management  Consulting  Services 
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and  other  researchers  indicates  that  the  globalization  of  IT 
accelerates  productivity  growth,  creates  new  jobs,  lowers 
inflation  and  furthers  innovation— in  the  United  States  and 
worldwide.  However,  this  expansion  and  deepening  of  Amer¬ 
ica’s  global  engagement  makes  appropriate  policy  response 


more  urgent.  As  a  result  of  these  changes,  some  businesses 
will  go  bankrupt  and  some  workers  will  lose  their  jobs.  Slug¬ 
gishness  in  new  business  creation  and  lengthy  layoffs  for 
workers  detract  from  the  gains  to  IT  and  globalization.  A 
policy  environment  that  encourages  a  flexible  response  to 
change,  supports  new  business  creation  and  contributes  to 
worker  skill  development  maximizes  the  gains  from  IT  and 
globalization.  While  some  elements  of  this  environment  are 
in  place,  there  is  much  more  we  can  do. 

Research  finds  that  lower  IT  prices  lead  to  more  investment 
in  IT,  and  that  the  price  effect  is  quite  strong— a  10  percent 
drop  in  IT  prices  leads  to  more  than  a  10  percent  increase  in  IT 
investment.  For  IT  hardware,  where  global  production  and 
outsourcing  have  been  around  for  decades,  prices  are  sub¬ 
stantially  lower  than  they  would  have  been  had  all  production 
been  done  at  home.  These  lower  prices  yield  a  widespread  dif¬ 
fusion  of  IT  to  businesses  throughout  the  whole  economy. 

The  widespread  IT  investment  means  higher  potential  growth 
for  the  U.S.  economy.  Altogether,  the  ’90s  boom  in  IT  accounted 
for  more  than  half  of  the  acceleration  of  productivity  growth  of 
that  decade,  which  supported  higher  GDP  growth  (4  percent), 
lower  unemployment  (at  3.9  percent)  and  low  inflation  (one  per¬ 
centage  point  lower  than  otherwise  would  have  been  the  case). 

These  gains  will  continue  with  further  diffusion  of  IT 
throughout  our  economy  because  there  are  still  many  sectors  of 
the  economy  that  have  not  yet  invested  much  in  IT.  Some  sectors, 
such  as  wholesale  trade,  telecommunications  and  financial  insti¬ 
tutions,  have  already  done  so.  Others,  such  as  health  services  and 
construction,  lag  in  the  uptake  of  IT  because  these  sectors  have 
a  disproportionate  number  of  smaller  enterprises  as  well  as 
complex  business  interrelationships  For  example,  in  the  health 
sector,  managing  the  information  needed  by  doctors,  hospitals, 
insurance  companies  and  pharmacies  is  a  real  challenge.  The 
health-care  sector  also  faces  more  regulatory  hurdles,  all  of 
which  constrain  the  cost  reductions  and  gains  that  come  from 
using  IT.  In  construction  (as  well  as  in  the  economy  overall) 
there  are  many  small  businesses  for  which  IT  has  been  too 
expensive  and  not  oriented  to  their  specific  needs.  But  with  the 
globalization  of  IT  software  and  services,  the  more  customized 
IT  products  required  by  these  industries  will  decline  in  price, 


leading  to  more  investment  in  IT  by  these  lagging  sectors.  With 
more  and  more  sectors  in  the  U.S.  economy  investing  in  IT,  we 
are  seeing  productivity  in  the  United  States  continue  to  surge. 

Data  on  international  trade  affirms  the  dominance  of  U.S. 
providers  in  IT  services  (such  as  database  and  information  serv¬ 
ices)  and  for  global  industries  that 
are  IT-intensive,  such  as  financial 
services  and  business  and  profes¬ 
sional  services.  Moreover,  econo¬ 
metric  analysis  shows  that  the  more 
money  foreign  economies  have  to 
invest,  the  more  they  want  to  buy 
the  very  services  in  which  the  United  States  dominates. 

With  this  growing  investment  in  information  technology 
comes  more  IT  jobs.  While  there  is  no  doubt  that  some  IT  jobs 
have  moved  abroad,  such  as  those  at  technology  companies 
(including  IBM,  Microsoft  and  Oracle),  more  than  two-thirds 
of  workers  with  IT  jobs  do  not  work  for  high-tech  companies. 
They  design,  modify,  integrate  and  run  the  IT  inside  nontech 
companies,  everything  from  hotels  and  hospitals  to  agribusi¬ 
ness  and  apparel.  These  IT  jobs  are  growing.  Between  1999 
and  November  2004  (the  latest  available  detailed  data),  the 
number  of  U.S.  jobs  for  workers  with  IT  skills  increased  some 
400,000,  at  a  growth  rate  about  seven  times  that  for  jobs  in  the 
overall  economy  during  this  same  time  period. 

The  Pain  of  Change 

Higher  productivity  growth  and  lower  inflation  do  not,  how¬ 
ever,  mean  that  everyone  who  wants  a  job  can  get  the  one  they 
want  or  keep  the  one  they  have.  For  IT  jobs  that  used  to  have  rel¬ 
atively  stable  employment  and  low  unemployment  rates,  the 
new  environment  is  quite  volatile.  This  is  because  IT  changes 
rapidly  and  requires  new  software  and  new  skills.  More  gen¬ 
erally,  productivity  gains  in  the  overall  economy  seem  to  gen¬ 
erate  a  more  volatile  environment  with  greater  job  uncertainty. 
For  example,  the  increased  use  of  IT  by  business  coincides 
with  demands  for  new  and  different  job  skills.  Companies  are 
often  reluctant  to  train  older  workers  in  these  new  skills,  and 
laid-off  workers  don’t  always  have  the  wherewithal  to  learn 
these  skills,  so  they  find  it  harder  to  get  the  new  jobs. 

Moreover,  as  more  and  more  activities  can  be  done  via  remote 
telecommunications  connections,  an  increasing  fraction  of  the 
overall  U.S.  workforce  is  exposed  to  job  uncertainty  as  a  result 
of  this  technology-enhanced  globalization.  Research  at  my 
institute  suggests  that  about  14  percent  of  the  jobs  in  U.S.  serv¬ 
ice  industries  and  about  12  percent  of  workers  in  the  manu¬ 
facturing  sector  may  be  affected  in  one  way  or  another  by 
globalization:  Some  jobs  will  be  cut  and  others  expanded.  Since 
services  overall  employ  nearly  80  percent  of  the  labor  force, 
many  more  white-collar  workers  may  soon  face  a  change  in  the 
demand  for  their  skills. 

Consider  IT  jobs,  for  example.  Demand  has  increased  for 


Extended  unemployment  benefits  and 
training  assistance  are  effective  strategies 
to  help  workers  move  to  new  careers. 
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workers  with  the  IT  skills  necessary  to  design,  customize  and 
utilize  IT  applications,  but  it  has  fallen  for  commoditized  IT 
skills  (such  as  programming).  Between  1999  and  November 
2004  (last  detailed  data  available),  the  number  of  program¬ 
ming  jobs,  earning  on  average  $66,000,  fell  by  some  130,000. 
In  addition,  U.S.  jobs  that  could  be  replaced  by  technology  or 
by  globally  enabled  technology  (call  centers,  for  instance)  fell 
dramatically  by  almost  30  percent  over  this  time  period— a 
total  of  some  700,000  jobs!  On  the  other  hand,  jobs  held  by 
applications  and  systems  software  engineers,  network  and 
systems  analysts  and  administrators,  and  computer  hardware 
engineers,  earning  on  average  $83,000,  increased  by  380,000. 

Thus,  technological  change  and  global  sourcing  of  software 
and  services,  even  as  it  increases  the  number  of  IT  jobs  over¬ 
all,  changes  the  skills  needed.  What  can  be  done  to  help  the 
call-center  workers  and  less-highly  trained  IT  staff  to  match 
the  new  job  demands? 

On  the  domestic  side,  two  complementary  strategies  could 
mitigate  the  pain  of  globalization.  For  workers  whose  jobs  have 
been  eliminated,  extended  unemployment  benefits  (which  pro¬ 
vide  more  time  for  adjustment),  training  assistance,  wage  insur¬ 
ance  and  portable  health  insurance  are  all  effective  strategies 
to  help  workers  move  to  a  new  job  and  new  career. 

For  workers  with  IT  skills  who  need  more  advanced  training 
and  to  ensure  a  pipeline  of  skilled  IT  workers  coming  up  through 


IT  supports  and  controls  the 
applications  that  run  the  business. 

Now  there's  an  application  to  support 
and  control  the  business  of  IT. 
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the  ranks  from  school,  I  suggest  a  “human-capital  investment  tax 
credit.”  This  investment  tax  credit  recognizes  two  realities:  First, 
companies  that  spend  time  training  their  own  workers  worry 
that  competitors  who  don’t  train  will  poach  their  workers.  So 
most  companies  don’t  do  much  training.  Second,  the  first  job  of 
the  IT-related  career  ladder  for  workers  just  coming  out  of 
school  may  no  longer  be  a  job  done  in  the  United  States.  An 
internship  credit  for  college  students  would  keep  entry-level  IT 
workers  in  the  pipeline  for  more  advanced  IT  jobs. 

If  this  strategy  were  implemented,  companies  that  engage  in 
incumbent  training  and  internships  would  receive  a  tax  credit 
when  the  training  or  internship  is  complete,  thereby  alleviat¬ 
ing  concerns  that  they  might  lose  the  return  on  their  investment 
should  a  newly  trained  worker  leave.  Such  tax  credits  are  rou¬ 
tinely  used  for  physical  capital  investment  and  research  and 
development,  with  a  budgeted  amount  of  more  than  $60  billion 
over  five  years.  This  extension  of  a  well-established  policy  rec¬ 
ognizes  that  in  today’s  “knowledge  economy,”  the  most  impor¬ 
tant  asset  is  people.  HPl 


Dr.  Catherine  L.  Mann  is  Senior  Fellow  at  the  Institute 
for  International  Economics,  a  nonprofit  research 
institution.  She  can  be  reached  at  ctmann@iie.com. 
Please  send  comments  to  Executive  Editor  Alison 
Bass  at  abass@cio.com. 
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hristopher  Rogers  is  a  self-proclaimed 
liberal  Democrat  born  in  the  common¬ 
wealth  of  Massachusetts.  He  listens  to 
National  Public  Radio  (his  favorite  show 
is  Morning  Edition).  He  holds  a  bachelor’s 
degree  in  English  literature  and  a  mas¬ 
ter’s  in  journalism  and  works  in  the  mar¬ 
keting  department  of  a  Pennsylvania 
software  company.  He’s  33,  single,  loves 
Broadway  shows  and... 

...stock  car  racing. 

He  loves  the  rumble,  the  roar  and  the 
vrooom. 

“These  cars  are  fast!”  Rogers  enthuses. 
“They’re  clipping  around,  depending  on 
the  track,  at  195  miles  an  hour,  and  they’re  six  inches  apart  from  each  other  and 
they’ll  be  three  cars  wide,  10  cars  deep,  traveling  that  way  for  three  and  a  half 
hours.  It’s  amazing!” 

Turning  Rogers  onto  stock  car  racing  (he  attends  an  average  of  five  races  a  year) 
is  another  victory  for  the  National  Association  for  Stock  Car  Auto  Racing  (Nascar, 
the  sanctioning  body  for  the  Nextel  Cup,  Busch  and  Craftsman  Truck  series  of 
races).  Rogers  represents  the  type  of  person  Nascar  increasingly  has  been  trying 
to  attract  in  an  aggressive  effort  to  shed  its  Bubba  image  and  grow  the  sport.  Dur¬ 
ing  the  1990s,  under  the  stewardship  of  second-generation  Nascar  president  Bill 
France  Jr.  (whose  father  “Big  Bill”  France  founded  Nascar  in  1948),  the  sanctioning 
body  jump-started  a  campaign  to  attract  fans  from  outside  Nascar’s  traditional 
southern  base  and  in  so  doing  become  America’s  most  popular  spectator  sport. 

And  Nascar  has  succeeded  to  an  extraordinary  extent.  This  month,  as  the 
2006  season  kicks  off  Feb.  11  at  Daytona  International  Speedway,  Nascar  racing 
is  second  only  to  the  National  Football  League  (NFL)  in  television  ratings.  Last 
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year,  75  million  fans  went  to  the  track  to  watch  the  cars  go 
round  and  round,  making  Nascar  the  nation’s  most-watched 
sport.  Indeed,  Nascar  has  grown  so  popular  that  five  televi¬ 
sion  networks,  including  Fox,  ABC  and  ESPN,  signed  a  con¬ 
tract  in  December  valued  at  $4.48  billion  to  broadcast  Nascar’s 
various  races  for  eight  years  beginning  in  2007.  That’s  almost 
double  the  estimated  $2.4  billion  deal  Fox,  NBC  and  TBS  signed 
with  Nascar  in  1999,  which  expires  this  year. 

It’s  hard  to  overstate  how  Nascar  has  grown  during  the  past 
10  years.  From  1995  to  2004,  its  estimated  fan  base  ballooned 
19  percent,  from  63  million  to  75  million;  the  number  of  Nextel 
Cup  series  events  that  take  place  above  and  beyond  the  Mason- 
Dixon  line  doubled  from  nine  to  18;  retail  sales  of  licensed 
Nascar  merchandise  rose  more  than  250  percent,  from  approx¬ 
imately  $600  million  to  $2.1  billion.  And  today,  more  Fortune 
500  companies  sponsor  Nascar  than  any  other  sport. 

And  Nascar  doesn’t  believe  it  has  peaked. 

“We’re  going  after  those  avid  sports  fans  that  are  not  yet 
Nascar  fans,”  says  Roger  VanDerSnick,  Nascar’s  vice  president 
of  marketing,  noting  that  Nascar  traditionally  has  been  most 
popular  in  the  South  where  wily  moonshine  runners  souping 
up  their  cars  to  evade  federal  tax  agents  on  moonlit  back  roads 
provided  a  compelling  creation  myth  for  what  eventually 
became  modern-day  stock  car  racing.  Without  that  regional 
mythology,  metropolitan  markets  such  as  Boston,  New  York, 
Los  Angeles  and  Chicago  (where  so  many  of  those  avid  sports 
fans  live  with  so  many  of  the  dollars  that  sponsors  seek)  have 
never  really  embraced  the  sport.  (For  more  on  the  history  of 
Nascar,  see  “From  Moonshine  Runners  to  Dale  Earnhardt  Jr.,” 
Page  44,  and  the  time  line,  “Days  of  Thunder,”  below.) 

That’s  changing  now,  and  technology— the  Internet,  CRM, 
data  mining,  wireless,  GPS— is  driving  (so  to  speak)  that 
change.  And  like  all  things  Nascar,  it’s  driving  it  fast. 

But  the  road  is  bumpy.  Nascar’s  efforts  to  reach  new  fans 
have  been  hampered  by  the  fact  that  it  doesn’t  control  much  of 
the  data  it  needs  to  identify  who  those  people  are,  let  alone 
market  to  them.  VanDerSnick  anticipates  the  organization  will 
encounter  considerable  technical  and  political  challenges  as  it 
contemplates  building  a  single  fan  database  to  which  all  spon¬ 


sors— some  of  whom,  like  Home  Depot  and  Lowe’s,  compete 
with  one  another— would  have  access.  And  Nascar’s  Managing 
Director  of  IT,  Brad  Lovell,  with  his  lean,  mean  IT  staff  of  30 
souls,  has  had  his  work  cut  out  for  him,  doing  everything  from 
setting  IT  standards,  beefing  up  virus  control,  automating 
manual,  paper-based  business  processes  and  implementing 
technologies  at  race  tracks  to  enforce  new  rules. 

Even  with  all  its  success,  Nascar  hasn’t  yet  hit  the  checkered 
flag. 


The  Green  Flag:  GETTING  STARTED 

Christopher  Rogers  visits  Nascar’s  website,  www.nascar.com, 
several  times  a  week.  He  reads  the  news  and  checks  the  sched¬ 
ules  to  plan  which  races  to  attend.  During  the  2004  season,  he 
subscribed  to  a  Web-based  service  called  Track  Pass,  available 
through  Nascar.com,  that  told  him  on  Fridays  which  drivers 
had  qualified  for  Sunday’s  races  and  which  let  him  listen  to 
conversations  between  drivers  and  their  pit  crews  during  races. 
It  also  allowed  him  to  follow  the  cars  in  real-time  with  GPS 
technology  and  gave  him  access  to  exclusive  interviews.  Rogers 
says  Nascar.com  and  Track  Pass  fueled  his  passion  for  racing. 

But  it’s  only  over  the  past  five  years  that  Nascar  has  begun 
to  understand  how  technology  can  help  grow  the  sport.  Before 
that,  IT  was  viewed  as  a  back-office  function— not  something 
central  to  running  races,  marketing  or  managing  relationships 
with  business  partners  (the  sponsors,  licensees,  race  tracks 
and  racing  teams  that  make  up  the  extended  Nascar  family). 
When  Lovell  joined  the  sanctioning  body  in  2003  from  Jack 
Daniels  manufacturer  Brown  Forman,  the  IT  department  con¬ 
sisted  of  no  more  than  20  employees.  There  were  no  standards, 
and  tracks  weren’t  outfitted  with  technology  to  transmit  race 
data  effectively.  When  Lovell  first  began  meeting  with  Nascar 
executives  and  managers,  asking  them  what  they  wanted  from 
IT,  “A  lot  of  the  time  people  would  say,  ‘I’d  like  another  color 
printer,”’  he  says.  “That’s  how  they  viewed  IT.” 

That’s  changed  since  Nascar  began  recruiting  executive  tal¬ 
ent  from  the  Fortune  500,  from  major  sports  bodies  like  the 
NFL  and  Major  League  Baseball,  and  from  broadcasting  com- 


Nascar  through  the  years 


December  14, 1947 

Drivers,  car  owners  and 
mechanics  meet  at  the 
Streamline  Hotel  in 
Daytona  Beach,  Fla.,  to 
standardize  rules.  The 
National  Association  for 
Stock  Car  Racing  is  born. 


February  15, 1948 

The  first  official  Nascar 
race  held  on  the  beach  in 
Daytona.  Red  Byron  wins 
in  a  Ford. 

February  21, 1948 

Nascar  incorporated. 


February  22, 1959 

41,000  fans  attend  the 
first-ever  Daytona  500. 
The  winner  isn’t  decided 
until  61  hours  after  the 
checkered  flag  flies:  Lee 
Petty  declared  the  winner 
after  Big  Bill  France 
reviews  news  footage. 


January  31, 1960 

CBS  Sports  broadcasts 
its  first  live  Nascar  Grand 
Nationals  event. 


July  16, 1961 

ABC  Sports  televises  the 
Firecracker  250  from 
Daytona  International 
Speedway  as  part  of  its 
Wide  World  of  Sports 
program. 
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Nascar  Managing  Director  of  IT 
Brad  Lovell  (left)  and  VP  of 
marketing  Roger  VanDerSnick 

are  leveraging  technology  to 
reach  avid  sports  fans  who  are 
not  yet  Nascar  fans. 


panies.  VanDerSnick  joined  Nascar  from  Procter  &  Gamble  in 
2000.  Dick  Glover,  vice  president  of  broadcasting  and  new 
media,  previously  worked  for  ABC  and  ESPN.  Nascar’s  VP  of 
Corporate  Administration,  Ed  Bennett,  came  from  Bank  of 
America.  Along  with  their  business  expertise,  these  men  also 
brought  a  sensitivity  to  and  a  knowledge  of  IT  and  what  it 
could  do  for  an  enterprise.  And  Nascar’s  sponsors,  many  of 
which  (like  P&G,  The  Home  Depot  and  Ford)  are  known  for 
their  IT,  also  helped  push  the  organization  into  the  21st  century. 


But  before  Lovell  could  launch  an  IT-enabled  business  trans¬ 
formation,  he  had  to  do  some  basic  blocking  and  tackling,  such 
as  ensuring  that  Nascar  had  a  stable,  scalable  IT  infrastructure, 
a  standardized  desktop  computing  environment  (to  reduce 
support  costs)  and  a  plan  for  virus  control.  Once  he  had  those 
fundamentals  in  place,  he  was  able  to  start  the  transformation 
in  2004. 

“When  I  got  here,  the  entire  race  process,  from  getting  cre¬ 
dentials  for  sponsors  to  payouts  for  drivers  and  their  teams 


1971 

R.J.  Reynolds’  Winston  brand 
becomes  Nascar’s  title  sponsor. 

1972 

The  Winston  Cup  schedule 
trimmed  from  48  races  to  31, 
marking  the  beginning  of 
Nascar’s  “Modern  Era." 


1978 

President  Jimmy  Carter  and  First 
Lady  Rosalyn  invite  Nascar  driv¬ 
ers  to  the  White  House. 

February  18, 1979 

CBS  Sports  presents  the  first 
flag-to-flag  coverage  of  a  Nascar 
event  with  the  Daytona  500. 


1989 

For  the  first  time,  every  Winston 
Cup  race  is  televised. 


January  10, 1972 

Bill  France  Jr.  succeeds  his  father, 
Big  Bill,  as  president  of  Nascar. 


1987 

P&G’s  Tide  begins  what  is  now  18 
years  as  a  Nascar  sponsor. 


1996 

Nascar  demonstrates  stock  car 
racing  in  Japan. 


1997 

Two  new  events  appear  on  the 
schedule— at  the  California 
Speedway  and  Texas  Motor 
Speedway— and  they  sell  out. 

1998 

Nascar  celebrates  50th  anniver¬ 
sary  and  adds  Las  Vegas  Motor 
Speedway  to  its  schedule. 
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and  everything  in  between,  was  an  extremely  manual  process 
and  pretty  much  paper-oriented,”  says  Lovell,  adding  that  the 
automation  of  these  processes  will  be  finished  this  year.  A 
number  of  documents— including  the  forms  that  drivers  need 
to  fill  out  to  enter  races,  the  forms  that  sponsors  need  to  fill  out 
to  get  credentials  for  guests,  and  the  contracts  Nascar  draws  up 
with  the  race  tracks  that  outline  the  conditions  and  money 
involved  in  running  a  race— will  be  available  on  a  portal  for 
Nascar’s  business  partners.  Lovell  says  the  goal  of  the  portal, 
which  will  be  launched  early  this  racing  season,  is  to  make  it 
easier  for  Nascar’s  business  partners  to  do  business  with  the 
sanctioning  body.  The  easier  it  is  for  companies  to  interact  with 
Nascar,  the  more  sponsors  and  licensees  the  sanctioning  body 
can  attract.  The  portal  will  also  provide  a  forum  in  which  spon¬ 
sors  can  network  with  each  other  and  learn  about  the  new 
sponsorship  opportunities  Nascar  is  developing. 

Technology  is  also  playing  a  role  in  making  the  sport  more 
accessible  to  fans.  For  example,  using  data  gathered  electron¬ 
ically  during  each  race,  Nascar  is  developing  stats  about  driver 
performance,  such  as  the  number  of  laps  a  car  led  during  a 
race  and  the  number  of  cars  passed.  The  idea  is  to  get  fans 
more  involved  in  the  sport  in  much  the  same  way  that  baseball 
uses  batting  averages,  RBIs  and  strikeouts  to  tell  stories  about 
individual  games,  teams  and  players. 

“When  you  look  at  a  newspaper  story  about  a  Nascar  race, 
you  see  the  order  in  which  the  drivers  finished  and  the  prize 
money  the  winner  earned,  but  that  doesn’t  tell  you  what  hap¬ 
pened  during  the  race.  We  want  to  create  something  like  a  box 
score  with  data  that  in  a  quick  glance  will  tell  you  how  your 
favorite  driver  performed  throughout  the  race,”  says  Lovell. 

To  this  end,  tracks  are  now  laid  with  antennae,  a.k.a.  detection 
loops,  at  the  start/finish  line,  along  pit  road  and  every  100  yards 
along  the  track.  The  antennae  pick  up  signals  from  a  transpon¬ 
der  in  each  car  that  transmits  the  driver’s  speed  and  position  to 
a  decoder,  which  in  turn  sends  race  data  to  the  timing  and  scor¬ 
ing  system  where  it’s  aggregated  and  recorded.  The  new  stats, 
which  Nascar  was  in  the  process  of  developing  as  this  story  was 
being  reported,  will  be  unveiled  at  the  beginning  of  this  season. 


Since  attracting  new  fans  means  making  the  sport  more 
mainstream,  and  since  making  the  sport  more  mainstream 
means  smoothing  Nascar’s  rougher  edges,  Nascar  has  estab¬ 
lished  new  regulations  to  ensure  safety  and  fairness  on  the 
track,  and  it’s  using  technology  to  enforce  them.  For  instance, 
with  transponders  in  all  the  cars  and  antennae  along  the  track 
and  pit  road,  officials  can  now  monitor  the  cars’  speeds  as 
they  enter  the  pits,  where  drivers  are  not  supposed  to  exceed 
45  miles  per  hour.  If  a  driver  does  exceed  that  limit,  he  faces 
penalties  that  could  put  him  at  the  back  of  the  pack.  Nascar  uses 
the  same  technology  to  determine  the  position  of  cars  on  the 
track  when  the  caution  flag  is  flown,  which  signals  an  accident 
or  another  sort  of  problem  on  the  track.  In  the  past,  when  offi¬ 
cials  waved  the  caution  flag,  drivers  raced  back  to  the  start/ fin¬ 
ish  line  in  an  effort  to  improve  their  position,  which  sometimes 
led  to  wrecks.  Now  Nascar  uses  technology  to  track  the  order 
of  cars  when  the  caution  flag  flies  to  enforce  the  rules  about 
maintaining  the  cars’  respective  positions. 


The  Caution  Flag:  MARKETING  RISKS 

Mike  Anderson,  CIO  of  Cosmetic  Essence,  a  provider  of  out¬ 
sourced  manufacturing  and  distribution  services  to  the  per¬ 
sonal  care  industry,  says  he  identifies  with  the  “simple, 
masculine,  good  ol’  boy”  elements  of  Nascar  racing.  Like  him, 
many  men  see  Nascar  as  a  way  to  experience  and  assert  their 
masculinity  in  an  increasingly  gender-neutral  society.  But  in 
making  the  sport  more  mainstream,  Nascar  risks  alienating  its 
loyal  longtime  fans  and  sanitizing  itself  to  a  point  where  it  no 
longer  appeals  to  men  wishing  to  get  in  touch  with  their  inner 
good  ol’  boy.  Also,  new  fans  may  not  be  as  likely  to  support 
Nascar’s  sponsors  with  the  same  fervor  as  traditional  Nascar 
fans,  who  are  three  times  more  likely  than  average  consumers 
to  buy  products  from  Nascar  sponsors.  That  in  turn  may 
dampen  sponsor  enthusiasm  for  Nascar. 

While  Nascar  clearly  has  benefited  from  all  of  its  new  spon¬ 
sorship  deals  (in  2004,  97  Fortune  500  companies  were 
involved  with  Nascar;  in  2005,  that  number  jumped  to  106), 


June  19,  2003 

Nascar  announces  a  10-year 
deal  with  Nextel  that  replaces 
Winston  as  the  racing  series’ 
sponsor  beginning  in  2004. 


September  13,  2003 

Brian  France  becomes 
Nascar's  new  chairman  and 
CEO,  replacing  his  father,  Bill 
France  Jr. 


December  2005 

Five  networks,  including 
Fox,  ABC  and  ESPN,  sign  a 
$4.8  billion  contract  to  broad¬ 
cast  Nascar  races  for  eight 
years  beginning  in  2007. 


November  11, 1999 

Nascar  announces  multiyear 
partnerships  with  Fox,  NBC 
and  Turner  Sports. 


November  28,  2000 

Mike  Flelton  becomes  the  third 
president  in  Nascar  history. 

For  the  first  time,  the  president 
of  Nascar  is  not  a  member  of 
the  France  family. 


SOURCE:  Nascar 


2001 

Fox  Sports  and  NBC  Sports 
begin  broadcasts  of  Nascar 


races. 
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How  Nascar  Became  Cool 

Nascar  has  long  been  viewed  as  a  sport  for  blue-collar  underdogs.  But  now  people  who  once  mocked  it 
boast  about  how  much  they  know  about  it.  Today,  Nascar  is  cool  because... 


It's  chic  to  be  a  redneck. 

Our  president,  born  with  blood  of  purest 
American  blue,  pronounces  nuclear  "new- 
kew-lur"  and  wears  blue  jeans  and  what 
cowboys  call  "manly  footwear"— that  is, 
boots.  And  one  of  the  most  popular  comedi¬ 
ans  in  America  today  is  Jeff  Foxworthy, 
whose  claim  to  fame  is  his  "You  know  you're 
a  redneck  if....”  jokes. 

Everyone  thinks  he  can  do  it. 

You  don’t  need  to  be  7  feet  tall,  have  only 
2  percent  body  fat  (just  look  at  2005  Nextel 
Cup  winner  Tony  Stewart  for  evidence  of 
that)  or  possess  a  killer  arm  to  put  the  pedal 
to  the  metal.  Everyone  can  drive  fast,  so 
it's  easy  to  imagine  yourself  on  the  track. 
Where,  of  course,  you  would  get  killed. 

Men  love  fast  cars. 

David  Smithey,  CEO  of  TradePortal,  a 
startup  company  that  develops  software  for 
the  securities  trading  industry,  decided  that 
sponsoring  a  car,  which  costs  roughly 
$300,000  a  race,  would  be  the  best  way  to 
kick  off  his  company’s  marketing  efforts.  He 
notes  that  he’s  met  many  of  Wall  Street’s 
most  powerful  elite  at  the  races,  and  they’re 
all  just  dying  to  get  behind  the  wheel  of  one 
of  those  hopped-up  stock  cars. 


Women  love  fast  men. 

Men  who  drive  fast  cars  are  exciting,  and 
Nascar  drivers  are  also  surprisingly  good- 
looking.  (Hello  Dale  Jr.!  Are  you  reading 
this?!)  Forty  percent  of  Nascar’s  75  million 
fans  are  women.  Had  Sex  &  The  City  lasted 
another  few  seasons,  Carrie  and  company 
doubtless  would  have  been  hanging  out  at 
Watkins  Glen  International  Speedway. 

The  rules  have  changed. 

It  used  to  be  that  at  the  end  of  Nascar's  rac¬ 
ing  season,  whoever  had  the  most  points 
was  declared  champion.  But  in  2004, 

Nascar  changed  the  rules.  The  top  10  drivers, 
based  on  the  number  of  points  accumulated 
during  the  first  26  races,  plus  any  others 
within  400  points  of  the  leader,  qualified  to 
compete  in  10  final  races  to  determine  the 
Nextel  Cup  champion.  Going  into  those  10 
races,  drivers’  point  totals  are  adjusted 
around  the  lead  driver,  who  then  begins  the 
"Chase  for  the  Nextel  Cup”  with  5,050 
points.  So  if  Tony  Stewart  were  in  the  lead 
with  5,050  points,  the  driver  in  second  place 
would  automatically  get  5,045  points,  even 
if  he  were  in  fact  20  points  behind  Stewart 
leading  up  to  the  Chase.  Incremental  five 
point  drops  continue  through  the  list  of  con¬ 
tenders.  It  may  not  be  fair,  and  it  may  make 


many  drivers  and  longtime  fans  irate,  but 
the  change  makes  the  last  races  of  the  sea¬ 
son  far  more  compelling  for  television  view¬ 
ers.  (Indeed,  it’s  been  so  successful,  that  the 
PGA  tour  is  adopting  a  similar  formula.) 

The  tracks  changed. 

To  attract  fans  in  new  markets,  Nascar 
closed  down  some  historic  tracks,  like  Dar¬ 
lington  International  Raceway  (the  sport’s 
first  paved  super-speedway)  in  South  Car¬ 
olina  and  built  new  tracks  capable  of  seat¬ 
ing  hundreds  of  thousands  of  fans  in  Illinois, 
Phoenix  and  Texas. 

It's  gone  upscale. 

Even  though  Nascar’s  good  ol’  boy  unpre¬ 
tentiousness  is  what  attracts  a  lot  of  nontra- 
ditional  fans  wishing  to  get  in  touch  with 
their  inner  redneck,  Nascar  has  been  mak¬ 
ing  a  concerted  effort  to  disassociate  itself 
from  that  image.  To  that  end,  Nascar  has 
raised  the  price  of  tickets,  discouraging  its 
old,  hard-scrabble  fan  base  from  attending, 
and  has  introduced  luxury  boxes  at  tracks.  It 
is  also  offering  helicopter  flights  to  tracks 
for  the  super  rich  who  can  afford  it.  (Cost  of 
helicopter  rental:  $3,300  a  day.  Impression 
it  makes  on  friends  and  clients:  priceless.) 

-M.L. 


fully  realizing  their  marketing  potential  remains  a  distant  fin¬ 
ish  line.  For  example,  although  Nextel  pays  Nascar  $75  mil¬ 
lion  a  year  to  sponsor  the  Nextel  Cup  Series  of  races  (Nextel 
took  over  the  sponsorship  from  cigarette-maker  Winston)  and 
provides  the  technology  that  enables  fans  to  listen  to  conver¬ 
sations  between  drivers  and  their  crews  during  races,  Nascar 
hasn’t  been  able  to  use  Nextel’s  vast  customer  base  to  bring 
new  fans  into  the  racing  fold  mainly  because  of  the  privacy 
concerns  that  arise  around  sharing  customer  data,  says  Van- 
DerSnick.  Nor  has  it  been  able  to  reach  out  in  any  comprehen¬ 
sive  fashion  to  any  of  its  other  sponsors’  consumers,  such  as 
Allstate,  The  Home  Depot  and  Exxon/Mobil.  VanDerSnick 
says  Nascar  hasn’t  yet  figured  out  how  to  market  itself  to  Nex¬ 
tel  customers  while  respecting  Nextel’s  customer  privacy 
agreements.  He  admits  that  database  marketing  is  an  area 


where  Nascar  is  playing  catch-up.  Until  recently,  Nascar 
thought  database  marketing  was  up  to  sponsors  or  to  the  tracks 
as  part  of  their  ticket  selling  efforts. 

As  the  2006  season  gets  under  way,  VanDerSnick  says 
Nascar  will  begin  exploring  the  possibility  of  consolidating  all 
the  disparate  databases  in  the  stock  car  racing  industry  that 
contain  fan  information  so  that  it  and  its  partners  can  market 
to  those  fans.  “All  the  drivers  have  their  own  fan  clubs; 
Nascar.com  has  its  own  database;  the  Nascar  members  club 
has  a  database,”  says  VanDerSnick.  “We  want  to,  as  best  we  can 
because  we  don’t  have  complete  control  here,  consolidate  all 
those  databases  so  everyone  can  leverage  it  and  target  existing 
Nascar  fans  to  improve  marketing  program  execution.” 

The  idea  behind  the  database  consolidation  effort  is  that  if 
Nascar  has  a  better  understanding  of  its  fans— their  demo- 
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Nascar 


graphics,  behaviors  and  preferences— it  can  provide  them  with 
compelling  offers  for,  say,  opportunities  to  meet  drivers  at  races, 
Nascar-branded  jackets,  or  deals  on  products  and  services  from 
sponsors.  Not  only  would  that  bring  in  revenue,  it  would 
increase  fan  loyalty  (one  of  Nascar’s  biggest  selling  points), 
which  will  in  turn  please  and  attract  new  sponsors  while  con¬ 
vincing  existing  ones  to  increase  their  spending. 

VanDerSnick  knows  that  consolidating  all  those  databases 
won’t  be  easy.  He  anticipates  that  Nascar  will  find  that  fan  data 
hasn’t  been  collected  in  a  consistent  way  that  enables  easy 
aggregation  or  sharing  across  platforms,  so  cleaning  and  struc¬ 
turing  the  data  will  pose  a  significant  technical  challenge.  That 
challenge  will  be  left  not  to  Nascar’s  internal  IT  department,  but 
to  Stoneacre  Partners,  the  company  that  developed  the  techni¬ 
cal  infrastructure  for  Nascar’s  loyalty  program,  the  Official 
Nascar  Membership  Club.  (The  club  rewards  fans  who  pay 
$59.95  a  year  toward  a  membership  with  free  Nascar-branded 
gear,  discounts  from  Nascar  sponsors,  and  opportunities  to 
meet  drivers  or  hang  out  in  the  pits  at  races.) 


From  Moonshine  Runners  to 
Dale  Earnhardt  Jr. 


Stoneacre  has  built  what  its  CEO,  Pat  Brady,  calls  a  “central 
fan  management  utility,”  which  is  essentially  a  best-of-breed 
CRM  system  that  contains  the  411  on  fans.  Stoneacre  uses  a 
relational  database,  data  models  and  business  rules  to  identify 
club  members  and  loyalty  program  participants. 

VanDerSnick  realizes  that  Nascar  and  its  partners  will  have 
to  establish  rules  for  using  such  a  consolidated  database  because 
everyone  will  want  to  access  it  on  their  own  timetable  and 
Nascar  does  not  want  its  fans  bombarded  with  marketing 
appeals.  Developing  guidelines  for  how  often  each  party  can 
access  the  database  will  surely  be  thorny  as  several  sponsors  are 
competitors.  And  competitors  aren’t  going  to  want  to  share  the 
proprietary  customer  information  they’ve  collected.  Finally, 
Nascar  will  have  to  respect  the  privacy  agreements  that  racing 
teams,  drivers  and  sponsors  have  established  with  their  own 
fans.  Consequently,  Nascar  might  not  be  able  to  access  those 
databases  at  all.  VanDerSnick  says  Nascar  is  simply  going  to 
approach  each  partner  one  at  a  time,  beginning  with  Nascar’s  44 
official  sponsors,  to  sell  them  on  the  benefits  of  participating  in 
such  an  effort  and  making  them  feel  com¬ 
fortable  populating  such  a  database. 

“Getting  a  reasonable  number  of  spon¬ 
sors  on  board  will  go  a  long  way  toward 
creating  a  viable  marketing  tool  for 
Nascar’s  partners,”  says  VanDerSnick. 


A  brief  history  of  America’s  most  popular  spectator  sport 

Nascar’s  history  is  as  colorful  as  the  logo-emblazoned  stock  cars  that  have  made  the  sport 
famous.  Its  roots  go  back  to  Prohibition  when  runners— people  who  delivered  moonshine, 
a  home-brewed  whiskey  distilled  from  corn,  potatoes  or  anything  that  would  ferment- 
souped  up  their  cars  so  they  could  give  the  slip  to  the  federal  tax  agents  determined  to  bust 
them  (think  Dukes  ofHazzard ),  according  to  David  "Turbo”  Thompson,  an  associate  pro¬ 
fessor  at  Loras  College  in  Dubuque,  Iowa,  who  has  also  raced  stock  cars.  "Runners  built 
their  reputations  by  outsmarting  and  outdriving  the  law,”  he  says.  For  bragging  rights,  he 
adds,  they  held  informal  races  to  determine  which  runner  was  fastest. 

By  the  end  of  the  1940s,  those  contests  had  become  an  organized  sport,  largely  due  to 
the  efforts  of  one  driver,  Big  Bill  France.  Big  Bill  organized  a  meeting  of  drivers,  car  owners 
and  mechanics  at  the  art-deco  style  Streamline  Hotel  in  Daytona  Beach,  Fla.,  on  December 
14, 1947,  to  establish  standard  rules  for  racing.  There  and  then  the  National  Association  for 
Stock  Car  Auto  Racing  (Nascar)  was  conceived.  Two  months  later,  on  February  15, 1948, 
the  first  official  Nascar  race  was  held  on  the  beach  in  Daytona.  Red  Byron  won  it  in  his  Ford. 
A  week  later,  Nascar  was  incorporated,  and  Big  Bill  appointed  as  its  fearless  leader. 

On  the  way  to  becoming  America’s  biggest  spectator  sport,  Nascar  has  seen  more  than 
its  share  of  dramatic  races  and  unforgettable  finishes  and  faces.  Lee  Petty  was  declared 
the  winner  of  the  first-ever  Daytona  500  in  1959,  61  hours  after  the  race  finished.  (Big  Bill 
France  spent  the  time  examining  news  footage  of  the  race;  it  was  that  close.)  Seventeen 
years  later,  Lee’s  son  Richard  duked  it  out  on  the  track  against  David  Pearson.  The  two  driv¬ 
ers  crashed  just  before  the  finish  line,  and  Pearson  won  the  race  by  sputtering  to  the  check¬ 
ered  flag.  Richard  Petty  came  back  to  win  Daytona  three  years  later. 

Petty’s  retirement  in  1992  marked  the  transition  from  Nascar’s  old  guard  to  a  new  gen¬ 
eration  of  young  turks  like  Dale  Earnhardt  Jr.,  Jeff  Gordon  and  Carl  Edwards,  whose  good 
looks  and  well-spoken  ways  have  gone  a  long  way  toward  popularizing  and  urbanizing  the 
sport  of  the  old-time  moonshine  runners.  -M.L. 


The  Checkered  Flag: 

FAN  LOYALTY 

Rogers  says  that  because  he’s  a  Nascar  fan, 
he’s  on  “a  thousand”  mailing  lists.  He  says 
he  gets  so  much  e-mail  from  Nascar  spon¬ 
sors  that  he  deletes  more  than  he  reads.  But 
even  though  he  doesn’t  necessarily  do  busi¬ 
ness  with  companies  just  because  they’re 
Nascar  sponsors,  his  new  set  of  wheels 
speaks  volumes  about  his  loyalty  to  the 
sport.  Last  September,  Rogers  replaced  his 
Dodge  Neon  with  a  limited  edition  Dale 
Earnhardt  Jr.  Signature  Series  SS  Chevy 
Monte  Carlo  for  $23,000. 

“It’s  the  street  version  of  the  car  Dale  Jr. 
drives,”  he  says.  His  pimped-out  ride  fea¬ 
tures  a  supercharged  V-6  engine  that  packs 
240  horsepower  at  5200  rpm,  leather  bucket 
seats,  Jr.’s  number  “8”  logo  on  the  sides  of  the 
car  and  his  John  Hancock  on  the  back,  a  280- 
watt,  eight-speaker  stereo  and  a  fire-engine 
red  finish. 

And,  like  Nascar,  it  goes  vroootn.  HH 


Senior  Writer  Meridith  Levinson  can  be  reached  at 
mlevinson@cio.com. 
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It's  fundamental  to  your  business.  Are  you  leveraging  your  location  data? 

Customer  addresses,  time  zones,  office  facilities,  service  areas,  political  boundaries,  critical  shipments, 
utility  networks,  field-workers,  real  estate,  mobile  assets,  and  warehouses — location  is  mission  critical 
in  every  organization. 

By  leveraging  the  location  information  that  is  inherent  in  your  information  systems,  you  can  manage 
your  organization  more  efficiently  and  cost-effectively,  helping  you  gain  a  competitive  advantage. 

ESRI  technology  is  a  standards-based,  scalable,  and  interoperable  platform  that  can  exploit  location 
data  in  your  business  processes.  With  ESRI  geographic  information  system  (GIS)  technology,  you  can 
make  location  information  and  analysis  available  to  the  people  in  your  organization — at  all  levels — 
who  need  it  most. 


Request  a  copy  of  the  IDC  white  paper  ESRI:  Extending  GIS  to  Enterprise  Applications 
at  www.esri.com/idc_paper  or  call  1  -888-373-1 1 92. 

You  have  all  the  location  information;  put  it  to  work  for  you. 


ESRI 


Copyright  ©  2005  ESRI.  All  rights  reserved  The  ESRI  globe  logo,  ESRI.  ArcMap.  www.esn.com,  and  Arclnfo  are  trademarks,  registered  trademarks,  or  service  marks  of  ESRI  m  the  United  States,  the  European  Community,  or  certain  other  jurisdictions 


OPPORTUNITY  KNOCKS 

Simmons  Bedding  CIO  Wade  Vann 
believes  that  every  interaction  with  a  busi¬ 
ness  user  provides  his  IT  department  with 
an  opportunity  to  improve  its  image— and 
effectiveness— within  the  company. 
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Internal  Customers 


Inside 

an  IT  Marketing  Campaign 


How  Simmons  Bedding’s  CIO  cozied  up  with  his 
internal  customers  and  changed  the  perception  of  IT 


BY  MERIDITH  LEVINSON 


Reader  ROI 


WHEN  KURT  LING  JOINED  mattress  maker  Simmons  Bedding  in  1999  as  its  vice  president  of 
branding,  he  didn’t  get  a  computer  for  three  weeks.  Needless  to  say,  he  couldn’t  get  much  work  done.  The 
IT  department  finally  procured  a  PC  for  Ling,  but  failed  to  consider  that  he  might  need  a  printer  too.  Even¬ 
ly  Ling  blew  his  stack:  “Do  you  want  me  to  just  buy  a  stupid  printer  on  my  own?”  he  hollered  at  an 
P  employee  in  his  office.  “Oh  no.  You  can’t  do  that,”  the  staffer  responded  flatly.  Ling  thought  he  had 

entered  a  Dilbert  comic  strip. 

Yet  seven  years  later...in  spite  of  that  and  subsequent  frustrating 
experiences  with  IT,  Ling  has  become  one  of  the  biggest  champions 
of  Simmons’  SO-person  IT  department.  He’s  raved  about  them  in 
presentations  to  executives  at  Simmons’  annual  National  Leader¬ 
ship  Meeting.  He  believes  that  IT  has  become  the  most  customer- 
focused  group  in  the  entire  company.  He  says  the  service  IT  now 
provides  exceeds  his  expectations.  And,  he  says,  “I  know  that  our 
systems  aren’t  the  most  up-to-date,  but  I’ve  got  to  tell  you,  I 
wouldn’t  trade  our  IT  department  for  anything.” 


The  difference  between  hot 
air  and  customer-oriented 
marketing 

How  to  inculcate  marketing 
smarts  into  your  IT  staff 

Why  marketing  brochures 
must  lead  to  hallway 
marketing 


.V.v" 


*  i 
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Internal  Customers 


How  did  this  change  in  perception  happen?  In  response  to  his  own 
epiphany  about  bad  service  from  IT,  Simmons  CIO  Wade  Vann 
launched  an  IT  marketing  campaign— a  multipronged  effort  con¬ 
sisting  of  a  brochure  and  articles,  weeklong  educational  events  for 
users  and,  most  importantly,  an  ongoing  effort  to  instill  a  service 
mentality  and  customer  focus  among  his  IT  staff.  Vann  grades  his 
employees  on  their  contacts  with  customers  (as  Simmons  users  are 
now  known)  and  tries  to  model,  with  his  own  behavior,  his  belief 
that  every  interaction  with  a  business  user  is  an  opportunity  to 
market  IT. 

It’s  become  a  truism  that  CIOs  must  speak  about  IT’s  processes 
and  possibilities  in  the  language  of  business.  Yet  some  CIOs  are 
uncomfortable  with  marketing  efforts— the  dreaded  “M”  word. 
They  tend  to  regard  marketing  as  an  instrument  of  deception, 
manipulation  or  just  plain  hot  air.  CIOs  have  themselves  fallen 
victim  to  technology  vendors’  overblown  promises,  and  they  fear 
looking  like  blowhards  in  the  eyes  of  users. 

Marketing  even  runs  contrary  to  what  many 
CIOs  do,  which  is  manage  (read:  downplay) 
users’  expectations  of  IT,  says  Paul  Willmott, 
a  partner  in  McKinsey  &  Co.’s  IT  practice. 

Yet  marketing  can  be  a  killer  app  for  IT 
departments.  A  CIO  magazine  survey  pub¬ 
lished  in  2004  linked  marketing  efforts  to 
more  transparent  IT  value  and  cost,  higher 
customer  loyalty  and  increased  productiv¬ 
ity  from  IT  staffers.  (See  “The  Secret  Weapon: 

Internal  Marketing,”  www.cio.cotn/OS0104 
and  “IT  Marketing  Smarts,”  Page  22.)  Done 
right,  IT  marketing  goes  far  beyond  slick 
brochures;  it’s  about  getting  to  know  your 
customers  and  demonstrating  the  IT  group’s 
value,  says  Martha  Inman  Lorch,  founder 
and  president  of  Market  Perspectives  Group, 
a  consultancy  that  offers  training  in  market¬ 
ing  IT  value  internally.  Or  as  Vann  puts  it,  marketing  “is  really 
about  giving  the  customer  what  they  want  and  staying  in  touch 
with  the  customer.”  And  what  self-respecting  IT  department 
doesn’t  want  to  do  that? 

Vann’s  IT  Awakening 

Vann  had  clocked  14  years  in  IT  at  Avon’s  direct  mail  division 
when  the  head  of  the  division  talked  him  into  becoming  its  direc¬ 
tor  of  customer  marketing  in  1989.  Several  employees  had  left  the 
marketing  department,  and  the  president  needed  someone  depend¬ 
able  to  head  it.  This  experience  as  a  consumer  of  corporate  IT  serv¬ 
ices  irrevocably  changed  Vann’s  views  on  how  IT  departments 
should  function— and  the  way  he  managed  them  when  he  moved 
back  into  IT  four  years  later. 

After  his  first  year  as  a  marketing  director,  he  called  the  man 
who  had  replaced  him  as  Avon’s  director  of  application  develop¬ 
ment  and  said,  “What  you’re  doing  is  all  wrong.  All  the  processes 
and  procedures  you  have  in  place  for  setting  priorities  work  great 


for  the  IT  department.  But  it  doesn’t  work  for  me  as  a  customer  of 
your  services.” 

What  Vann  didn’t  like  was  all  of  IT’s  red  tape.  Whenever  he 
needed  a  project  done,  such  as  getting  a  system  in  place  for  ana¬ 
lyzing  and  reporting  on  customer  histories,  the  response  was 
invariably,  “You  know,  Wade,  we’re  backed  up.  We  have  all  these 
other  projects  going  on.  We’ll  review  your  request  at  the  next 
project  review  meeting.”  The  irony  was  that  Vann  had  set  up 
these  policies  and  procedures.  But  as  a  customer  he  didn’t  appre¬ 
ciate  being  brushed  off.  “Customers  don’t  want  to  hear  about  the 
problems  you  have  in  IT,”  he  says  now.  “What  I  wanted  to  hear 
was,  ‘I  got  your  project.  We’ll  review  it.  If  it’s  justifiable  but  we 
don’t  have  the  resources  internally  to  do  it,  we’ll  bring  consultants 
in  to  get  it  done  as  quickly  as  possible.’” 

This  experience  on  the  other  side  of  IT  made  Vann  realize  that, 
while  IT  can  be  innovative  and  proactively  envision  business 
opportunities,  fundamentally  it  is  a  service 
function,  he  says.  He  wanted  a  second  chance 
in  IT  so  that  he  could  do  it  right. 

When  Vann  became  IT  director  for  Broy- 
hill  Furniture  in  1992,  he  didn’t  abandon  the 
standard  governance  procedures  for  priori¬ 
tizing  IT  projects,  but  he  made  sure  his  cus¬ 
tomers  knew  their  needs  were  important  to 
him  and  his  staff.  “Flexibility  is  the  key  to 
success  in  any  business  and  especially'in  IT. 
What  could  be  the  number-one  project  today 
could  be  number  three  tomorrow,”  he  says. 
“You  can’t  jump  back  and  forth  all  the  time, 
but  if  somebody  really  does  have  a  special 
project  that  comes  up,  you’ve  got  to  be  willing 
and  flexible  enough  to  work  on  that  project. 
That’s  why  it’s  so  important  for  CIOs  and  IT 
managers  to  have  a  solid  understanding  of 
the  business:  So  when  things  come  up,  they 
recognize  whether  or  not  it’s  important.” 

Soon  after  arriving  at  Broyhill,  Vann  read  the  book  that  has 
become  his  professional  bible,  IS  at  Your  Service,  by  L.  Paul  Ouellette 
of  Ouellette  &  Associates  Consulting,  which  gave  him  more  tools  to 
make  his  IT  department  more  customer-focused.  Vann  brought  his 
marketing  mind-set  and  toolbox  to  Simmons  when  he  joined  the 
company  in  2000.  He  has  preached  customer  service  and  market¬ 
ing,  worked  it  into  performance  reviews,  and  given  his  staff  the  free¬ 
dom  to  be  creative  and  have  some  fun  in  their  marketing  efforts. 

IT  Spirit 

Simmons  is  a  midsize  company  reporting  $870  million  in  revenue 
in  2004  and  has  3,300  employees  who  are  distributed  between  the 
Atlanta  headquarters  and  20  manufacturing  plants  around  the 
United  States,  as  well  as  65  retail  stores.  One  of  the  IT  group’s  first 
marketing  initiatives  was  a  brochure  for  this  far-flung  business 
audience,  advertising  the  full  range  of  services  that  IT  provides. 

Creating  the  brochure  was  harder  and  more  time-consuming 


Marketing  is 
really  about 
giving  the 
customer  what 
they  want  and 
staying  in 
touch  with  the 
customei 


-Wade  Vann,  CIO 

Simmons  Bedding 
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Oracle  Database  lOg 

#1  On  Windows 


Starts  at  $149  per  user 


Oracle  Database  lOg— 

The  World's  #1  Database.  Now  For  Small  Business. 


oracle.com/start 
keyword:  #1onWindows 
or  call  1.800.633.0675 

Terms,  restrictions  and  limitations  apply.  Standard  Edition  One  is  available  with  Named  User  Plus  licensing  at  $149  per  user  with  a  minimum  of  five 
users  or  $4995  per  processor.  Licensing  of  Oracle  Standard  Edition  One  is  permitted  only  on  servers  that  have  a  maximum  capacity  of  2  CPUs  per 

server.  For  more  information,  visit  oracle.com/standardedition 

Copyright  ©  2005,  Oracle.  All  rights  reserved.  Oracle,  JD  Edwards  and  PeopleSoft  are  registered  trademarks  of  Oracle  Corporation  and/or  its  affiliates. 
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Internal  Customers 


FLAPJACK 

FRIDAY 

CIO  Vann  (above,  stand¬ 
ing)  and  the  IT  depart¬ 
ment  provide  the 
complex  carbs  to  get 
businesspeople  to  visit  IT. 
The  theory  is,  if  you  feed 
them,  they  will  come. 


than  anyone  had  anticipated.  The 
toughest  aspect  was  clearly  and  con¬ 
cisely  articulating  IT’s  services  in  a 
way  that  would  resonate  with  cus¬ 
tomers.  Tina  Novack,  manager  of 
user  support  services,  says  she  and 
other  IT  managers  began  the  proj¬ 
ect  by  putting  together  spreadsheets 
that  listed  the  responsibilities  and 
activities  with  which  their  groups  were  tasked.  They  then  worked 
on  turning  their  descriptions  into  pithy  statements. 

Lisha  Wentworth,  a  senior  consultant  at  Ouellette,  says  it  often 
takes  time  for  IT  professionals  to  gain  a  deep  understanding  of 
what’s  important  to  different  sets  of  customers  and  to  communi¬ 
cate  those  points  in  layman’s  terms.  Although  today’s  CIOs  typ¬ 
ically  understand  the  need  to  “speak  business,”  their  employees 
are  trained  to  think  in  terms  of  features  rather  than  business 
benefits,  says  Wentworth,  who  facilitated  a  training  seminar  on 
internal  IT  marketing  for  Vann  and  his  senior  managers. 

Vann  says  that  just  coming  up  with  the  brochure’s  tagline— 
“We  turn  ideas  into  reality”— took  half  a  day.  IT  managers  called 
on  their  colleagues  in  Simmons’  marketing  department  for  ideas 
on  how  make  the  brochure  look  contemporary. 


When  a  copy  of  the  multicolored,  trifold  pamphlet  landed  on  the 
desk  of  one  of  IT’s  most  demanding  customers  in  January  2003,  it 
had  the  desired  effect.  “I  had  always  thought  of  them  as  a  help 
desk,”  says  Ling,  now  the  company’s  vice  president  of  innovation. 
“This  gave  me  a  good  idea  of  what  they  really  do.”  Ling  wasn’t  the 
only  one  who  noticed:  Managers  inside  Simmons’  manufacturing 
plants  didn’t  toss  the  brochures  in  the  trash  but  instead  tacked 
them  to  bulletin  boards  in  conference  rooms. 

The  next  step  in  marketing  the  IT  group’s  new  attitude  was  Spirit 
Week,  a  five-day  event  in  the  fall  of  2003  designed  to  educate  cus¬ 
tomers  in  more  depth  on  IT’s  services  and  to  give  customers  an 
opportunity  to  get  to  know  the  IT  staff.  This  idea  originated  with  five 
IT  managers  who  had  attended  the  Ouellette  marketing  seminar. 

Over  a  period  of  three  months,  IT  planned  games,  scavenger 
hunts,  tours  of  the  help  desk  and  about  a  dozen  45-minute  classes  on 
a  variety  of  topics,  including  computer  use  at  home,  virus  protection 
and  security.  The  classes  were  intended  to  give  users  quick,  general 
tips.  IT  managers  encouraged  staffers  to  teach  classes  by  position¬ 
ing  Spirit  Week  as  an  opportunity  to  showcase  their  expertise.  The 
classes  had  user-friendly  names  such  as  “Make  the  Bed”  rather  than, 
say,  “AS400  and  ERP.”  Attendees  were  given  door  prizes  such  as  flat- 
screen  monitors,  laptops,  calling  cards  and  beach  chairs— all 
donated  by  IT  vendors  contacted  by  Spirit  Week  organizers. 
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SOONER  OR  LATER, 
SOMEBODY, 

(PERHAPS  YOU  OR  YOUR  BOARD  OF  DIRECTORS) 


WILL  MAKE  IT 
ABUNDANTLY  CLEAR  THAT 
THE  I.T.  DEPARTMENT’S 
NUMBER  ONE  PRIORITY  IS 
NOT  YOUR  TECHNOLOGY. 


IT’S  YOUR  BUSINESS. 


Internal  Customers 


Fifty  percent  of  the  corporate  staff 
attended  Spirit  Week.  The  event  was  so 
successful  that  IT  staged  a  second  Spirit 
Week  in  2004.  Because  the  first  event 
had  targeted  only  headquarters  staff,  IT 
paid  for  two  employees  from  each  manu¬ 
facturing  plant  to  attend  the  second  Spirit 
Week.  Welcoming  committees  from  the 
IT  group  greeted  the  plant  employees 
(many  of  whom  were  visiting  headquar¬ 
ters  for  the  first  time)  at  the  Atlanta  air¬ 
port  with  big  signs  emblazoned  with 
Simmons’  logo  and  accompanied  them 
to  the  main  building.  That  greeting  was 
more  than  Southern  hospitality;  a  good 
first  impression  is  smart  marketing. 

Spirit  Week  was  also  a  morale  booster 
for  the  IT  department,  says  Tracy  Under¬ 
wood,  Simmons’  former  director  of  Inter¬ 
net  operations  and  one  of  the  people  who 
conceived  of  the  event.  Although  Spirit 
Week  required  many  IT  employees  to 
work  extra-long  days  over  several 
months,  they  were  excited  about  the 
opportunity  to  get  creative. 

Hallway  Marketing  and 
Flapjack  Fridays 

While  brochures  and  Spirit  Weeks  are 
high-profile  ways  to  communicate  a  mar¬ 
keting  message,  the  ultimate  goal  of  an 
internal  marketing  initiative  is  to  incul¬ 
cate  a  customer-service  attitude  among 
IT  employees.  Informal  “hallway  mar¬ 
keting”  demonstrates  the  IT  depart¬ 
ment’s  attitude  day-in  and  day-out. 

Actions  speak  louder  than  brochures. 

“We  look  at  every  and  any  kind  of 
interaction  with  a  customer,  whether  it’s 
a  training  class  or  a  help  desk  call,  as  a  chance  to  market  the  depart¬ 
ment  and  a  chance  to  represent  the  department,”  says  user  support 
services  manager  Novack.  “When  our  folks  go  out  to  the  [manu¬ 
facturing]  plants  on  implementations,  they’re  representing  the 
whole  IT  group.  That  one  person  may  be  the  only  IT  employee  the 
workers  at  the  plant  ever  meet.”  IT  workers  must  now  travel  to  a  cer¬ 
tain  number  of  plants  each  year  as  part  of  their  performance  plans. 

The  user  services  group  meets  face-to-face  with  all  new 
employees,  not  only  to  show  them  how  to  use  systems  and  appli¬ 
cations  but  also  to  demonstrate  that  IT  is  approachable.  When 
customers  call  the  help  desk,  75  percent  of  those  calls  are  resolved 
the  first  time  around.  If  a  call  needs  to  be  sent  to  an  application 
developer  or  network  engineer,  the  help  desk  always  follows  up 
with  the  caller  to  make  sure  the  problem  was  solved.  It’s  basic 
stuff,  but  important. 


John  Graves,  Simmons’  applications 
project  manager,  has  his  direct  reports 
keep  logs  in  which  they  record  every 
interaction  with  a  customer.  Frequency 
of  communication  counts  in  his  staff’s 
performance  reviews.  “My  big  thing  is 
making  sure  my  staff  doesn’t  think  we 
want  them  to  be  at  their  desk  program¬ 
ming  all  the  time.  It’s  OK  for  them  to 
get  up  and  talk  with  their  customers,” 
Graves  says. 

For  his  part,  Graves  gets  together 
regularly  with  non-IT  coworkers  out¬ 
side  the  office  to  play  tennis  or  knock 
down  pins  at  the  local  bowling  alley.  In 
this,  he  is  following  the  example  set  by 
Vann,  who  frequently  takes  his  busi¬ 
ness  customers  to  meals  and  sporting 
events.  Graves  says  his  efforts  to  keep 
in  touch  have  sometimes  served  to  ease 
tensions  when  IT  is  running  behind 
on  a  project. 

Perhaps  the  most  remarkable  exam¬ 
ple  of  Simmons  IT’s  ongoing  marketing 
efforts  is  Flapjack  Fridays,  a  weekly 
breakfast  that  the  IT  department  cooks 
for  all  comers  from  7:30  a.m.  to  8:30  a.m. 
Graves  and  a  few  of  his  colleagues 
started  Flapjack  Fridays  as  a  way  to  get 
businesspeople  to  visit  the  IT  group.  The 
hope  was  that  if  you  feed  them,  they  will 
come—and  they  do.  (People  fill  a  tip  jar 
the  IT  department  places  in  front  of  its 
griddles  to  cover  its  costs.)  Flapjack  Fri¬ 
days  and  a  newer  lunchtime  counter¬ 
part,  Wiener  Wednesdays,  have  done 
much  to  humanize  the  IT  department 
for  customers,  Graves  says. 

Graves  says  the  marketing  effort  has 
become  even  more  important  since  IT  moved  from  the  eighth 
floor  of  Simmons’  headquarters— where  the  corporate  staff 
works— to  the  seventh  floor  in  late  2004.  Because  he  no  longer 
sees  his  customers  on  a  daily  basis,  Graves  has  to  remind  himself 
every  few  days  to  get  up  from  his  desk  and  check  in  with  them. 

At  least  one  of  those  eighth-floor  customers  mourns  IT’s  move 
downstairs.  Ling  says  the  eighth  floor  has  less  energy  and  fun 
since  IT  left.  “Their  culture  so  breathes  fire  into  our  culture,”  he 
says.  “They  are  the  most  fun  people,  most  caring  people  and  most 
interesting  people  in  the  company.  Not  having  them  on  our  floor 
is  a  loss.”  The  man  who  once  thought  Simmons’  IT  was  incapable 
of  even  the  basics  is  now  an  IT  marketer  in  his  own  right.  HEJ 


Senior  Writer  Meridith  Levinson  ( mlevinson@cio.com )  covers  staffing-related 
issues. 


6  Steps  for 
Marketing  IT 

1)  Target.  Determine  what  you  want  to 
communicate  to  your  company  and  which 
individuals  or  groups  you  need  to  reach. 

2)  Research.  Learn  about  your  con¬ 
stituents  and  their  needs  by  talking  with  them 
directly  and  by  conducting  formal  surveys.  If 
you  want  to  talk  with  finance  people,  commu¬ 
nicate  in  terms  of  dollars  and  cents.  If  you 
want  to  target  supply  chain,  talk  about  busi¬ 
ness  processes  and  efficiencies. 

3)  Pitch  .  Create  a  value  story  or  elevator 
speech  that  encapsulates  (again,  in  terms 
meaningful  to  your  constituents)  what  you’re 
trying  to  market,  what  value  your  department 
brings  to  your  company  and  the  benefits  a 
specific  project  will  deliver, 

4)  Staff.  Prepare  your  employees  for  the 
marketing  effort  with  training  on  what  to  say, 
how  to  say  it  and  in  what  context.  Identify  the 
creative,  articulate  people  who  are  best 
equipped  for  this  work. 

5)  Campaign.  Communicate  the  value 
story  in  presentations,  newsletters  and  events, 
as  well  as  in  one-on-one  conversations. 

6)  Metrics.  Establish  objectives  for  the 

internal  marketing  effort  ahead  of  time,  and 
measure  your  own  and  your  department's 
ability  to  meet  them.  Hold  staff  accountable 
by  incorporating  related  performance  metrics 
into  their  reviews.  -M.L. 
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BUSINESS  TECHNOLOGY  OPTIMIZATION 


Can  you  shift  your  I.T.  department  from 
managing  technology  to  delivering  bottom-line 
business  results? 

Can  you  equip  them  to  focus  on  business 
outcomes-instead  of  I.T.  outcomes? 

Now  you  can.  And  we  can  help. 

With  Mercury  BTO  Enterprise™  the  first 
software  and  services  suite  that  ensures 
your  I.T.  investments  produce  your  intended 
business  outcomes. 

We’d  like  to  prove  it  to  you. 

Go  to  www.mercury.com/bto. 

We’ll  help  you  make  very  sure  that  your 
technology  supports  your  business.  Instead 
of  the  other  way  around. 

INTRODUCING 
MERCURY  BTO  ENTERPRISE 

IT  GOVERNANCE 
APPLICATION  QUALITY 
APPLICATION  PERFORMANCE 
BUSINESS  AVAILABILITY 


MERCURY 


SO,  IT’S  TIME  TO  OPTIMIZE  I.T. 
FOR  BUSINESS  OUTCOMES. 


! 


Small  and  midsize  companies  can  use  basic  technologies  and  outside  service 
providers  to  collaborate  seamlessly  with  larger  partners  by  thomas  wailgum 


IT  TAKES  TWO  TO  TANGO,  two  to  speak  truth  (said 

Thoreau)  and  two  to  get  one  in  trouble  (said  Mae  West).  Here’s  another  thing  two 
people  can  do:  run  the  IT  operations  for  a  company  with  more  than  300  employ¬ 
ees,  revenue  of  about  $65  million,  and  a  175,000-square-foot  warehouse  that 
runs  three  shifts  seven  days  a  week  and  ships  more  than  20,000  cases  of  snack 
food  per  day  to  stores  such  as  Wal-Mart  and  Target. 

Snak  King’s  IT  director,  Brad  McClave,  who  is  one  of  those  two  people,  uses 
time-tested  technologies  such  as  Web-based  EDI  applications,  firewall  and 
antivirus  software,  and  warehouse  management  systems  to  get  his  company’s 
products  onto  the  shelves  of  much  larger,  extremely  demanding  customers.  In 
conjunction  with  judiciously  chosen  IT  service  providers,  these  basic  technolo¬ 
gies  have  enabled  the  company  to  quickly  grow  to  the  largest  snack  food  manu¬ 
facturer  on  the  West  Coast— without  all  of  the  traditional  IT  overhead.  When  it 
comes  to  a  big  staff  and  expensive  systems,  McClave  says,  “I  don’t  have  the  time 
and  money  to  do  that.” 


Reader  ROI 

::  How  partnerships  can  help 
small  companies  engage 
with  larger  ones 

::  Which  technologies  smaller 
companies  have  to  raise  to 
the  levels  required  by  large 
trading  partners 

::  Which  services  smaller 
companies  can  outsource 
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Collaboration 


Small  companies,  and  even  many  midsize 
companies,  can’t  afford  gargantuan  ERP, 
CRM  and  supply  chain  management  sys¬ 
tems  that  take  large  IT  staffs  many  months 
to  install  and  cost  millions.  Yet  the  estab¬ 
lished  behemoths  demand  electronic  data 
transfer,  purchase  orders  and  invoices,  as 
well  as  other  digital  shipping  requirements. 
To  do  business  with  the  big  boys,  the  deal  is 
simple  and  clear:  “If  you  don’t  cut  it,  the  next 
person  is  in.  You’re  out,”  McClave  says. 


( HOW  SMALL 

Vh  companies  look  big 

So  just  how  does  Snak  King’s  IT  duo  of 
McClave  and  IT  Manager  Mario  Sanchez  get 
the  job  done?  “A  bunch  of  partnerships,” 
answers  McClave.  The  company  relies  on 
four  IT  vendors  or  outsourcers,  each  of 
which  provides  critical  services.  The  snack 
foods  industry  is  cutthroat,  and  technology- 
dependent  functions  such  as  electronic 


switch  our  methods,”  McClave  says.  EDI 
transactions  now  have  to  be  faster,  more  flex¬ 
ible  and  secure.  But  due  to  his  partnerships 
with  Epicor  and  iSoft,  he  has  been  able  to 
maintain  the  relationships  with  the  big  trad¬ 
ing  partners  without  big  technology 
headaches. 

For  Snak  King’s  smaller  retailers,  which 
make  up  the  majority  of  its  clientele, 
McClave  uses  Web-based  GroceryEC.com 
EDI  tools  from  Edict  Systems.  “[The  ven- 


“Someone  needs  to  know  ERP  and  the  database  and  write  the 

Web  integration  tools.  There’s  no  way  I  can 

do  that  in-house.” 

-BRAD  MCCLAVE,  I.T.  DIRECTOR,  SNAK  KING 


But  the  opportunity  is  too  good  to  pass 
up;  a  small  company  can  quickly  become  a 
big  one  by  working  with  industry  giants.  If 
you  want  to  get  in  the  game  with  the  likes  of 
Wal-Mart,  Travelocity  and  Nordstrom,  it  can 
be  done— with  tried-and-true  technologies 
and  some  help  from  outside  IT  services 
providers. 

Just  ask  Emily  Harrow,  who  started  a  cos¬ 
metics  company  two  years  ago  in  her  par¬ 
ents’  home  and  now  sells  her  Mixed 
Emotions  line  of  bath  and  beauty  products 
on  the  Home  Shopping  Network  and  in  sev¬ 
eral  large  retailers.  She  has  no  IT  staff  what¬ 
soever  and  uses  a  Web-based  EDI  product 
to  transact  with  the  giant  retailers. 

“It  would  not  have  been  possible  to  work 
with  these  larger  companies  without 
[EDI],”  Harrow  says.  As  for  the  technol¬ 
ogy’s  ease  of  use:  “It  doesn’t  take  a  brain 
surgeon,”  she  says. 

EDI,  for  one,  certainly  isn’t  leading-edge 
technology,  “but  it’s  low-cost,  low-tech,  stable 
and  not  going  anywhere,”  says  Ken  Vollmer, 
a  principal  analyst  at  Forrester  Research.  As 
a  result,  EDI  transaction  volumes  have  been 
increasing  by  5  percent  to  10  percent  every 
year,  Vollmer  says,  driven  in  part  by  smaller 
companies  such  as  Snak  King  and  Mixed 
Emotions  that  are  turning  their  big  dreams 
into  realities. 


invoicing,  credit  tracking,  purchase  orders 
and  warehouse  product  inventory  are  base¬ 
line  requirements.  If  technology  fails,  the 
company  can’t  move  a  product  that  has  a 
short  shelf  life. 

McClave  was  recruited  by  Los  Angeles- 
based  Snak  King  four  years  ago  for  his 
strong  ERP  and  warehouse  management 
chops.  “I’m  not  an  IT  techie  guy,”  he  says. 
After  senior  management  had  what  McClave 
terms  “bad  experiences”  with  the  previous 
IT  regime,  they  brought  him  in  to  fix  the 
company’s  supply  chain  management  sys¬ 
tems  and  secure  everything. 

The  four  technology  partnerships  enable 
ERP  and  warehouse  management  systems, 
EDI  transactions,  Web  development  and 
security  applications  (firewalls,  antivirus, 
antispam  and  power  backup).  The  ERP  sys¬ 
tem  from  Epicor  is  at  the  heart  of  Snak 
King’s  operations,  bringing  together  EDI, 
wireless  bar-code  inventory  management 
and  other  back-office  functions. 

With  the  EDI  systems,  McClave  has  to  deal 
with  both  low-  and  medium-volume  retail¬ 
ers  (convenience  and  grocery  stores)  and 
high-volume  retailers  (such  as  Target  and 
Wal-Mart).  McClave  calls  EDI  a  “complicated 
beast,”  especially  since  the  high-volume 
retailers  adopted  the  AS2  EDI-over-the-Inter- 
net  standard  in  2002.  “It  made  us  have  to 


dors]  handle  all  the  overhead  and  the  hard 
part  of  EDI  trading  relationships  that  has  to 
be  done,”  McClave  says— by  which  he  means 
the  guts  of  the  technology  that  enables  seam¬ 
less  data  interchange  that  he  has  neither  the 
staffers  nor  the  inclination  to  manage. 

To  lock  down  Snak  King’s  IT  systems, 
McClave  turned  to  software  providers  Far 
West  and  ServGate.  The  company’s  network 
infrastructure— Unix  servers,  Web  servers 
and  file  servers— is  onsite,  but  a  managed 
firewall  solution  provides  the  “bridge”  from 
the  outside  world  into  Snak  King’s  opera¬ 
tions.  “I  don’t  have  to  deal  with  configuration 
and  constant  updates  on  it,”  McClave  says. 
The  same  goes  for  antivirus,  antispam  and 
backup  power  functions.  If  the  company 
loses  power  and  the  mail  server  goes  down, 
a  service  partner  has  front-end  mail  server 
capabilities,  so  “to  the  world,  I  never  look 
dark,”  he  says. 

Next  up  is  an  e-commerce  rollout  via 
Snakking.com  that  will  give  salespeople 
real-time  online  access  to  customer  data  as 
well  as  provide  a  portal  so  that  distributors 
can  access  their  order  and  shipment  infor¬ 
mation.  McClave  won’t  go  it  alone,  of  course. 
“There’s  no  way  I  can  do  that  in-house. 
Someone  needs  to  know  ERP  and  the  data¬ 
base  and  write  those  Web  integration  tools,” 
he  says.  “The  only  way  you  can  do  that  and 
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Collaboration 


be  a  small  company  is  that  you  have  to  work 
smarter  and  harder.”  And  partner  a  lot. 


PREPARING  FOR 
GREATNESS 


Groople  may  not  yet  be  a  household  name, 
but  that  hasn’t  deterred  the  small,  privately 
held  company  from  laying  a  solid  technol¬ 
ogy  foundation  just  in  case  it  grows  to,  say, 
Google  proportions.  Groople’s  name  derives 
from  “groups  of  people,”  and  its  market 
focus  is  to  connect  travelers— Groople’s 
clients,  which  include  sporting  groups,  mil¬ 
itary  organizations  and  social  clubs— with 
Groople’s  partners,  which  are  hotels,  cruise 
ships,  airlines  and  other  travel  services 
providers  that  love  group  business.  The 
company  values  this  niche  market  at  about 
$4  billion  a  year. 

Until  Groople  launched  its  website  in 
2003,  “no  one  on  the  Internet  had  a  group¬ 
booking  utility  or  storefront  for  people  to 
do”  group  travel,  claims  Scott  Larsen, 
Groople’s  IT  director  and  employee  number 
six.  “If  you  went  to  Travelocity  or  Expedia, 
you  couldn’t  book  more  than  five  rooms 
without  getting  an  agent  involved.”  Group 
travel  managers  couldn’t  tap  into  the  vast 
inventory  of  services  available. 


facing  interface  that  hooked  into  an  inven¬ 
tory  management  system  with  hotels. 
Groople  staffers  knew  the  online  travel 
industry  (most  employees  had  worked  in  it) 
and  how  hotel  inventory  systems  worked. 
“It  was  just  a  matter  of  building  it,”  Larsen 
says— and  of  ensuring  that  connections  to 
legacy  hotel  applications  and  the  newer 
Web-based  systems  of  the  travel  companies 
could  in  many  cases  go  both  ways,  so  that 
Groople  could  see  into  their  systems  and 
they  could  see  into  Groople’s.  “We’ve  had  to 
jump  through  several  technological  hoops,” 
Larsen  says. 

Yet  as  with  Snak  King,  the  IT  staff  is  lean: 
Three  full-time  IT  workers  support  50 
Groople  employees  who  manage  develop¬ 
ment,  marketing,  product  design  and  call 
center  operations,  as  well  as  a  website  that 
has  to  have  24/7  capability.  “To  be  able  to 
provide  what  we’re  providing  and  have  only 
50  employees  is  huge,”  Larsen  says.  “How 
we  do  that  is  through  strategic  hosting  part¬ 
nerships  and  security  partnerships— the  two 
major  areas  for  any  Web-based  company.” 

Where  Groople  departs  from  the  typical 
startup  is  in  having  to  scale  to  the  service 
levels  of  its  larger  partners.  Travelocity,  for 
example,  expected  five  nines  of  availability- 
no  small  feat  for  a  fledgling  company. 


level  to  that  of  publicly  held  companies.  “It 
costs  a  whole  lot  more  to  do  that,  but  the 
results  of  not  doing  it  for  us,  from  a  busi¬ 
ness  perspective,  were  much  higher  than  the 
cost  of  doing  it  initially,”  Larsen  says.  “One 
breach  or  one  failure  could  cost  us  all  of  our 
partners.” 

Yet  the  infrastructure  costs  were  lower 
than  if  Groople  had  to  build  everything  in- 
house.  “We  realized  we  can’t  spend  a  billion 
dollars  and  do  this  ourselves,”  Larsen  says. 
Partnering  allowed  the  company  to  grow 
securely  and  stay  in  favor  with  the  likes  of 
Travelocity  and  Cendant.  But  without  hav¬ 
ing  to  break  the  bank. 


( AUTOMATION  ON 
VH  THE  CHEAP 

Wise  Foods  is  no  startup.  It’s  been  in  busi¬ 
ness  for  80  years  and,  with  sales  of  about 
$400  million,  is  the  largest  regional  snack 
food  manufacturer  on  the  East  Coast,  selling 
to  giant  customers  such  as  Wal-Mart,  Target 
and  Kroger.  The  company  boasts  that  its 
manufacturing  facility  in  Pennsylvania,  at 
20  acres,  is  the  largest  snack  food  plant 
under  one  roof.  Neil  Bixler,  the  director  of 
IT,  has  been  with  the  company  for  29  years, 
starting  off  as  a  junior  programmer  and  wit- 


“To  be  able  to  provide  what  we’re  providing  and  have  only 
50  employees  is  huge.  We  do  that  through  strategic  hosting 
partnerships  and  security  partnerships— the  two  major  areas 

for  any  Web-based  company.” 

-SCOTT  LARSEN,  I.T.  DIRECTOR,  GROOPLE 


For  Groople  to  work,  then,  all  of  the  heavy 
lifting— application-level  integration  with 
hotel  systems  and  travel  sites  such  as  Trave¬ 
locity— would  need  to  take  place  via  the 
Groople  website.  “IT  is  our  business,”  Larsen 
says.  “We  have  to  plan  more  like  a  large 
enterprise  would,  with  large  generators, 
redundancy,  multiple  service  providers  and 
a  much  higher  level  of  network  capability.” 

Groople’s  main  application  was  a  client- 


Groople  needed  to  meet  Travelocity’s  service 
levels  for  redundancy,  backup  power  gener¬ 
ation,  architecture  and  hardware.  “Small 
companies  are  usually  not  trying  to  get  to 
that  level  of  service,”  Larsen  says.  “It’s  an 
added  level  of  complexity.” 

And  an  added  level  of  cost.  Groople 
designed  its  systems  and  negotiated  a  part¬ 
nership  with  third-party  security  provider 
TrendMicro  that  raised  Groople’s  security 


nessing  firsthand  the  IT  department’s  roller¬ 
coaster  evolution.  “We  have  grown  and 
shrunk  and  grown  and  shrunk”  during  a 
series  of  acquisitions,  sell-offs,  centraliza¬ 
tion  strategies  and  buildouts,  Bixler  recalls. 

These  changes  inevitably  led  to  some 
strange  legacy  problems.  Scheduling  for  the 
26  potato-  and  20  corn-related  production 
lines  in  that  huge  plant  was  done  manually 
by  three  people  and  took  anywhere  from 
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three  to  four  hours  each  time.  “This  little 
silo  had  all  the  knowledge  of  how  that’s 
done,”  Bixler  says.  “They  had  that  power 
and  knowledge.” 

Snack  food  manufacturing  is  complex, 
with  stringent  timing  demands  and  fast 
turnover.  “The  potato  chips  you  eat  next 
Tuesday  came  out  of  the  manufacturing 
facility  last  Thursday,”  Bixler  says.  Orders 


2004.  Bixler  describes  it  as  an  easy-to-use, 
drag-and-drop-based  approach  with  built- 
in  intelligent  rules.  The  system  allows  the 
manufacturing  plant  to  schedule  and  pro¬ 
duce  more  accurately  to  order.  “I  call  JRG 
the  silo  buster,”  Bixler  says.  “The  biggest 
value  was  that  it  caused  us  to  break  the  pro¬ 
duction  silo  and  get  that  intelligence  into 
the  production  scheduling.” 


“It  would  not  have  been  possible  to 
work  with  these  larger  companies 
without  EDI.  The  technology  doesn’t 
take  a  brain  surgeon.” 

-EMILY  HARROW,  FOUNDER,  MIXED  EMOTIONS 


from  distributors  and  retailers  come  in  on 
Monday;  from  there  a  consolidation  of  all 
the  orders  is  generated:  How  many  bags  of 
Puff  Cheese  Doodles,  BBQ  and  Salt  &  Vine¬ 
gar  chips  must  be  produced,  for  example; 
and  how  many  will  go  to  customers  in  New 
York  City,  Boston  and  other  destinations. 
With  some  260  product  variations  to  factor 
in,  the  schedule  for  the  plant  had  to  be 
determined  each  day— which  production 
lines,  on  which  shift,  will  do  which  jobs. 

The  trio  of  planners  retained  all  of  the 
tacit  knowledge  of  how  to  make  the  sched¬ 
ule  work,  such  as  which  particular  fryer 
makes  a  better  kettle  chip  than  the  others. 
“It  was  all  in  their  heads,”  Bixler  says.  The 
planners  would  key  the  daily  schedule  into 
a  J.D.  Edwards  ERP  system,  but  most  sched¬ 
uling  was  manual.  (J.D.  Edwards’  produc¬ 
tion  scheduling  offering  was  cumbersome 
and  unusable,  Bixler  says.) 

By  the  end  of  2003,  Wise  executives 
decided  they  needed  to  automate  the  plan¬ 
ning  process.  But  Bixler’s  IT  staff  of  24 
didn’t  have  the  skills  or  time  to  build  a  Web- 
based  solution.  Rather  than  trying  to  create 
an  in-house  Web  development  shop,  he  con¬ 
tracted  with  JRG,  a  supply  chain  services 
provider  that  offers  an  on-demand  Web- 
based  production  scheduling  application. 
With  some  modifications  to  the  software, 
Wise  went  live  with  the  new  system  in  May 


Scheduling  now  takes  less  than  an  hour 
(performed  by  two  of  the  longtime  produc¬ 
tion  schedulers— the  third  was  moved  to  cus¬ 
tomer  service).  Setup  and  changeover  time 
on  the  production  line  has  been  reduced  by 
35  percent,  and  with  more  accurate  inven¬ 
tory,  Wise  has  reduced  its  frequency  of 
“stales”— products  that  are  overproduced 
and  go  undelivered.  Most  importantly,  Bixler 
says,  customer  satisfaction  measures  have 
improved  by  99.9  percent. 

Yet  for  all  the  obvious  benefits,  Bixler 
says  changing  over  to  the  new  system  was 
“a  little  scary”  because  the  scheduling  sys¬ 
tem  is  the  heart  of  Wise  Foods’  supply 
chain.  With  demanding  customers  such  as 
Wal-Mart,  there’s  little  margin  for  error. 
“We’re  selling  over  $1  million  a  day  in  snack 
products,”  Bixler  says.  “If  we  miss  a  day, 
that’s  a  million  dollars.” 

Good  customer  service  is  a  requirement 
today  rather  than  an  option.  Basic  IT  and 
third-party  partners  make  it  possible  for 
companies  with  constrained  resources  to 
emulate  the  service  levels  of  their  much 
larger  counterparts.  “It  makes  customers 
happy  when  they  get  exactly  what  they 
order,”  Bixler  says.  And  that’s  true  for  com¬ 
panies  of  every  size,  every  time.  HE! 


Senior  Writer  Thomas  Wailgum  ( twailgum@cio.com ) 
covers  customer  relationship  management. 
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Large-scale  outsourcing  deals  promise  big  savings, 


but  they  fail  half  the  time.  Here’s  how  to  make  them  work  for  you. 


UK 


OKilllllH 

Part  3  of  a  three-part  series  about  outsourcing  strategies 
and  success  models,  defined  in  original  research  by  MIT’s 
Center  for  Information  Systems  Research  and  C/0. 


WHEN  CAMPBELL  SOUP  CIO  Doreen  Wright  was 

trying  to  cut  costs  to  fund  a  multimillion-dollar  global  investment 
in  SAP,  she  found  help  from  what  many  might  view  as  an  unlikely 
ally— her  outsourcing  vendor.  Without  being  asked,  IBM  reex¬ 
amined  the  outsourcing  contract  and  identified  several  million  in 
services  it  was  providing  that  could  be  cut  with  minimal  pain  to 
Campbell.  Recognizing  the  financial  hurt  that  move  might  cause 
her  partner,  Wright  took  the  sting  out  of  it  by  working  with  IBM 
to  identify  new  outsourcing  services  (which,  by  the  way,  would  also 
further  reduce  her  IT  operating  budget)  and  awarded  the  vendor 
several  other  projects  in  the  following  months.  “They  were  very 
forward-thinking,  and  there  was  a  tremendous 
amount  of  teamwork  involved,”  says  Wright.  Bot-  Reader  ROI 
tom  line:  Campbell  cut  its  IT  costs  and  was  able  to  go 
ahead  with  the  SAP  project,  while  IBM  actually  saw 
its  revenue  increase. 

The  Campbell-IBM  relationship  is  an  example 
of  what  Jeanne  W.  Ross,  principal  research  scientist 
at  MIT’s  Center  for  Information  Systems  Research 
(CISR),  calls  “strategic  partnership”  outsourcing,  in 
which  a  single  outsourcer  takes  on  responsibili¬ 
ties  for  a  big  bundle  of  IT  services.  These  contracts 


include  everything  from  mainframe  operations  and  network 
management  to  application  support  and  help  desk  services.  The 
success  of  strategic  partnerships  depends  on  mutual  benefit. 
CIOs  set  up  these  large,  long-term  deals  to  cut  costs,  access  vari¬ 
able  capacity  and  focus  on  their  own  core  competencies.  Vendors 
sign  on  not  only  to  make  money  by  taking  advantage  of  their 
internal  best  practices  and  economies  of  scale  but  also  in  the 
hopes  of  becoming  a  first-choice  provider  for  the  client  and  mov¬ 
ing  up  the  value  chain  of  IT  services. 

When  strategic  relationships  are  good,  they’re  very  good. 
Client  and  vendor  work  together,  and  the  benefits  accrue  to  both 
parties’  bottom  lines.  But  when  they  are  bad,  they’re 
awful.  Client  and  vendor  can  develop  an  adversar¬ 
ial  relationship  and  become  embroiled  in  bitter  con¬ 
tract  battles.  In  fact,  half  of  all  strategic  partnerships 
fail,  according  to  a  study  by  CISR  and  CIO. 

The  two  other  outsourcing  models  identified  in 
the  research  have  higher  success  rates  because 
they’re  simpler  for  both  parties.  Transaction  rela¬ 
tionships,  in  which  an  outsourcer  performs  a  well- 
defined  process  that  has  clear  business  rules,  work 
out  for  CIOs  90  percent  of  the  time,  while  co-soure- 


::  Why  "strategic  partnership” 
outsourcing  is  riskierthan 
other  types  of  outsourcing 

::  How  CIOs  should  closely 
manage  their  large-scale 
outsourcing  deals 

::  Why  day-to-day  interactions 
are  more  important  for 
success  than  contract 
stipulations 
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ing  alliances,  in  which  client  and  vendor 
jointly  manage  projects,  are  successful  for 
the  client  in  63  percent  of  cases,  according  to 
the  CISR-C/O  research.  (See  “Success  and 
Failure  in  Outsourcing,”  Page  68,  for  a  sum¬ 
mary  of  the  research  findings.  To  read  arti¬ 
cles  on  transaction  relationships  and 
co-sourcing  alliances,  find  the  links  at 
www.cio.com/  020106.) 

Evidence  of  the  difficulties  inherent  in 
strategic  partnerships  has  been  seemingly 
everywhere  lately.  JPMorgan  Chase  pulled 
the  plug  early  on  its  $5  billion  outsourcing 
contract  with  IBM  in  September  2004  and 
brought  the  work  back  in-house  (go  to 
www.cio.com/090105  to  read  “Backsourc- 
ing  Pain”).  Dow  Chemical  prematurely  can¬ 
celed  its  $1.4  billion  deal  with  EDS  in  July 
2004  and  brought  in  IBM  to  start  over.  Even 
GM,  which  had  the  most  long-lasting  of  any 
outsourcing  relationship— its  involvement 
with  EDS  dates  back  to  1986— is  backing  off 
its  strategic  partnership  and  introducing 
more  vendors  into  the  mix,  in  a  multi- 
sourced  model. 

The  difficulty  with  strategic  partnerships 
lies  in  their  complexity.  “Making  these  deals 
work  is  very  difficult  because  the  magnitude 
of  the  challenge  is  far  greater,”  says  Jeff 
Kaplan,  senior  consultant  with  the  Cutter 
Consortium’s  Sourcing  and  Vendor  Relation¬ 
ships  Advisory  Service  and  the  managing 
director  of  ThinkStrategies.  “The  outsourcer 
is  assuming  a  broader  scope  of  responsibilities 
across  the  enterprise  and  IT  operation.  There 
are  far  more  people  and  process  issues  to  be 
addressed  and  migrated.  And  there  are  more 
enterprise  and  outsourcer  business  needs  to 
be  met.”  Overcoming  these  issues  takes  time— 
usually  two  to  three  years  with  the  biggest 
deals,  says  Geoff  Smith,  president  of  IT  con¬ 
sultancy  LP  Enterprises  and  former  deputy 
CIO  at  Procter  &  Gamble.  “Beyond  that  point, 
only  the  truly  committed  strategic  partners 
survive,”  he  says. 

For  a  strategic  partnership  to  be  mutually 
rewarding,  vendors  need  to  be  flexible  and 
willing  to  adapt  to  their  clients’  changing 
business  conditions.  And  CIOs  must  bend 
their  expectations  and  behaviors  to  allow  the 
vendor  to  perform  optimally.  Success  in 
strategic  partnerships  has  less  to  do  with 
contract  negotiations  than  with  the  day-to- 


If  you’re  a  smaller  enterprise,  you  might  consider 
a  smaller  outsourcing  partner 


Achieving  sustainable  value  in  an  outsourcing  strategic  partnership  is 
difficult  for  a  company  (and  a  vendor)  of  any  size,  with  the  odds  of  success  equal 
to  that  of  winning  a  coin  toss— a  very  expensive  coin  toss.  It  might  seem  that  the 
problems  diminish  for  midsize  companies  because  they  have  fewer  people  and 
process  issues.  But  for  mid-market  CIOs,  setting  up  and  managing  a  strategic 
partnership  has  its  own  challenges. 

Hal  Fedora,  director  of  IT  and  audit  for  the  California  Insurance  Guarantee 
Association  (CIGA),  sought  out  a  strategic  partner  to  help  him  deal  with  the 
drastic  fluctuations  in  his  organization’s  IT  needs.  CIGA,  created  by  the  California 
legislature  to  bail  out  insolvent  insurers,  sees  its  business  come  in  waves.  And  in 
recent  years,  the  waves  were  growing  bigger.  So  Fedora  signed  a  five-year  deal 
with  Data  Return  to  provide  everything  from  infrastructure  and  disaster  recovery 
services  to  applications  support,  retaining  in-house  only  the  IT  services  most 
closely  tied  to  the  business  of  resolving  insurance  claims. 

Finding  the  right  partner  was  the  most  critical,  and  difficult,  step  for  Fedora. 

The  EDSs  and  I  BMs  of  the  outsourcing  world  have  the  most  experience  with  strate¬ 
gic  partnerships,  but  smaller  clients  may  fear  getting  lost  in  the  shuffle  of  Fortune 
500  customers.  "We  looked  at  some  of  the  big  names  and  we  looked  at  some  of 
the  smaller  players,”  says  Fedora.  “But  when  it  came  down  to  it,  we  were  a  midtier 
company  and  we  wanted  a  midtier  vendor.”  The  field  was  narrowed  even  further 
by  Fedora’s  needs.  “We  wanted  someone  who  could  provide  us  overall  IT  services. 
There  was  no  problem  finding  an  outsourcer  to  provide  IT  infrastructure  and  disas¬ 
ter  recovery  support.  But  when  you  start  talking  about  application  support,  they  all 
backed  off.  They  don’t  like  to  go  into  that  area.”  But  Data  Return  did. 

In  some  ways,  Fedora’s  experience  with  his  vendor  offers  him  more  flexibility 
and  customization  than  a  Fortune  500  client  might  get  from  one  of  the  Big  Six 
outsourcers.  Because  of  CIGA’s  size,  Data  Return  has  gained  an  intimate  under¬ 
standing  of  CIGA's  systems  and  processes.  "When  you  have  a  huge  Fortune  500 
client,  it’s  very  tough  to  get  your  arms  around  every  application  they’re  running," 
says  Tom  Radle,  managing  partner  for  Data  Return.  "With  our  mid-market 
customers,  we  can  figure  that  out.” 

But  Fedora  can't  command  the  dedicated  resources  a  larger  customer  could. 

He  has  access  to  three  Data  Return  employees  full-time,  and  he  shares  another 
team  of  12  with  other  Data  Return  customers. 

The  relationship  isn't  perfect,  says  Fedora,  but  it  works.  He's  been  able  to  bring 
IT  costs  down,  thanks  to  the  variable  capacity  the  outsourcer  provides.  "We  run 
into  some  issues  with  [Data  Return],”  admits  Fedora,  who  takes  great  comfort  in 
having  the  phone  number  of  the  vendor’s  president  at  the  ready.  “But  they’ve 
provided  us  with  some  other  services  we  didn’t  even  contemplate  when  we  first 
signed  the  contract.”  For  example,  when  CIGA  encountered  problems  in  the 
process  of  replacing  its  critical  claims  processing  system,  Data  Return  stepped  in 
to  provide  some  programming  expertise  as  well  as  infrastructure  support  to  help 
in  the  data  conversion  between  the  old  and  new  application.  -S.O. 
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day  interactions  down  the  line.  Ross  says  that 
CIOs  who  sign  the  same  kind  of  big  out¬ 
sourcing  deal  with  the  same  vendor  can  end 
up  having  completely  different  outcomes. 
“When  you  talk  to  [CIOs]  about  it,  what  you 
find  is  that  they  didn’t  have  terribly  different 
experiences  in  the  beginning.  But  in  one  case, 
the  situation  is  deteriorating  and  in  the  other 
case  it’s  getting  better,”  she  says.  “The  ones 
who  are  happy  are  the  clients  who  say, 
‘Change  is  to  be  expected  and  we’ll  work  this 
out.’  And  those  that  aren’t  are  the  clients  who 
dig  in  and  resist  change.” 

But  getting  to  that  state  of  healthy  inter¬ 
dependency  takes  time,  trust  and  more  man¬ 
agement  overhead  than  any  other  kind  of 
outsourcing  effort. 


GETTING  OFF  ON  THE 
RIGHT  FOOT 

The  relationship  between  Campbell  Soup  and 
IBM  wasn’t  always  a  good  one.  The  $7.5  bil¬ 
lion  food  manufacturer’s  10-year  deal  with 
IBM  for  IT  infrastructure  and  operational 
support  dates  back  to  1995,  when  the  existing 
management  signed  the  contract  in  an 
attempt  to  reduce  IT  costs.  By  the  time  Wright 
arrived  as  CIO  in  2001,  though,  the  relation¬ 
ship  was  on  the  rocks.  Campbell’s  CIO  posi¬ 
tion  had  turned  over  three  times  since  the 
signing  of  the  contract,  with  each  new  IT 
leader  leaving  his  own  imprint  on  the  part¬ 
nership.  One  was  as  opposed  to  the  out¬ 
sourcing  as  the  next  was  gung  ho  about  it. 
One  of  the  CIOs  was  so  disillusioned  with 
IBM  that  he  duplicated  the  entire  infrastruc¬ 
ture  group  internally  to  oversee  what  the  out¬ 
sourcer  was  doing,  Wright  says,  adding, 
“There  was  obviously  a  level  of  mistrust.” 

Wright  began  to  remedy  the  situation  by 
eliminating  the  duplicate  functions,  draw¬ 
ing  a  clear  line  between  what  IBM  was 
responsible  for  and  what  Campbell  owned. 
Then  she  began  the  longer-term  rehabilita¬ 
tion  of  the  badly  broken  partnership.  “We 
just  took  a  clean  sheet  of  paper  and  looked  at 
every  single  thing  each  of  us  performed  and 
asked  who  should  perform  it,  both  today  and 
in  our  future  state,”  says  Wright.  With  Gart¬ 
ner  mediating,  Campbell  and  IBM  spent  a 
year  reorganizing  the  outsourcing  arrange¬ 
ment.  In  the  end,  although  Campbell  took 


its  help  desk  back  in-house,  the  company 
ended  up  outsourcing  even  more  to  IBM. 
That  year  of  planning  was  critical  in  setting 
the  tone  of  the  relationship  and  setting  the 
stage  for  a  true  partnership.  “After  that  we 
knew  about  how  to  work  together  and  what 
our  roles  were,”  Wright  says. 

Ontario  Power  Generation  (OPG)  also  took 
its  time  in  laying  the  groundwork  for  a  suc¬ 
cessful  strategic  partnership.  When  OPG 
decided  to  outsource  80  percent  of  its  IT  func¬ 
tions  and  services  to  a  single  vendor  in  late 
1999,  it  was  a  huge  leap  for  the  Toronto-based 
energy  provider.  “It  was  our  first  jump  into 
the  IT  outsourcing  world,”  says  CIO  Dietmar 
Reiner.  “And  it  was  the  only  large-scale  out¬ 
sourcing  deal  ever  done  in  our  company.” 

The  driving  factor  behind  the  outsourc¬ 
ing  plan  was  deregulation  of  the  electricity 
market  in  Ontario,  which  would  force  OPG 
to  reduce  its  market  share  in  the  province 
from  90  percent  to  30  percent.  OPG’s  cen¬ 
tralized  IT  structure,  which  had  provided 


internal  economies  of  scale,  would  be  impos¬ 
sible  to  sustain  as  the  company  sold  itself 
off  in  chunks.  An  external  services  provider 
could  provide  that  centralized  IT  resource 
without  unit  costs  going  through  the  roof. 
In  addition,  Reiner  recognized  that  he  would 
have  to  pare  down  his  IT  staff  as  the  com¬ 
pany  divested  itself  of  assets.  Partnering 
with  an  outsourcer  could  provide  those  IT 
employees  with  a  safe  place  to  land. 

Still,  Reiner  knew  the  nine-year,  $1  billion 
deal  with  Cap  Gemini  Ernst  &  Young  (CGEY, 
now  known  as  Capgemini)  was  a  big  step  for 
a  first-timer.  So  he  took  extra  precautions  to 
make  sure  the  relationship  started  off  on 
solid  footing.  Rather  than  jumping  into  a  tra¬ 
ditional  outsourcing  arrangement,  in  which 
the  client  contracts  with  an  independently 
owned  vendor,  OPG  launched  its  strategic 
partnership  with  CGEY  as  a  joint  venture. 
OPG  retained  a  49  percent  share  of  the 
CGEY  subsidiary  that  would  supply  the  IT 
services,  and  OPG  executives  (including  its 
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CIO,  CFO  and  COO)  made  up  half  of  the 
board  of  directors.  “Jumping  into  what  was 
largely  the  unknown,  this  [joint  venture] 
gave  us  a  vehicle  to  mitigate  the  risks,”  Reiner 
explains.  The  joint  venture  also  provided 
some  safety  for  CGEY. 

The  original  plan  was  to  sell  OPG’s  interest 


in  the  entity  to  CGEY  after  two  years  and 
move  to  a  traditional  outsourcing  arrange¬ 
ment.  The  joint  venture  period  gave  OPG  and 
CGEY  time  to  put  in  place  new  processes  for 
running  IT,  as  the  entire  organization  learned 
how  to  operate  under  the  new  model.  “We 
were  coming  from  an  organization  with  an 
internal  IT  shop  that  didn’t  have  any  service 
levels  in  place.  Everything  was  done  on  a  best- 
effort  basis,”  says  Reiner.  “The  move  from  that 
into  the  service-level  world  was  a  big  one.” 

The  joint  venture  launched  in  February 
2001,  and  550  of  OPG’s  original  army  of  700 


IT  staff  became  its  first  employees.  In  April 
of  the  following  year,  CGEY  bought  the  com¬ 
pany  in  full.  Still  cautious,  OPG  introduced 
a  unique  element:  a  “gain-share  phase,”  as  a 
bridge  from  joint  venture  to  fixed-price  deal. 

Common  outsourcing  wisdom  holds  that 
CIOs  should  try  to  squeeze  all  the  efficien¬ 


cies  they  can  out  of  their  internal  IT  shops 
before  entering  into  a  large  outsourcing  deal. 
OPG  had  not  done  that.  The  gain-share 
phase  was  a  two-year  contract  that  encour¬ 
aged  the  elimination  of  inefficiencies  by  giv¬ 
ing  OPG  and  CGEY  an  equal  share  in  any  IT 
cost  savings.  “We  knew  that  Cap  Gemini 
needed  to  make  some  kind  of  profit  margin 
on  this  business.  But  we  didn’t  want  to  leave 
money  on  the  table.  So  we  introduced  an 
incentive  that  would  encourage  them  to  cut 
our  costs,”  says  Reiner.  “We  came  up  with 
the  idea  jointly.  It  comforted  us,  and  they 


shared  in  the  financial  benefit.”  OPG  and 
CGEY  finally  moved  to  a  more  traditional 
strategic  partnership  model  last  spring. 

With  an  outsourcing  deal  as  complicated 
and  risky  as  a  strategic  partnership,  CIOs 
should  take  time  to  learn  how  best  to  work 
with  an  outsourcer  and  to  assess  what  each 
party  can— and  more  importantly,  can’t— 
do.  “Part  of  what  goes  on  when  these  things 
fail  is  that  the  client’s  expectations  of  what 
the  vendor  can  accomplish  for  them  are  just 
not  realistic,”  says  MIT’s  Ross.  “And  part  of 
what  goes  on  in  a  successful  strategic  part¬ 
nership  is  a  learning  process.  You  can’t  just 
say,  ‘Here  are  my  demands.’  You  have  to  fig¬ 
ure  out  what  works  for  both  parties.” 

the demand 

FOR  HANDS-ON 
MANAGEMENT 

The  root  cause  of  many  a  dysfunctional 
strategic  partnership  is  the  misguided 
notion  that  by  outsourcing  a  sizable  portion 
of  the  IT  pie,  a  CIO  is  outsourcing  a  whole 
hunk  of  IT  management  responsibilities  as 
well.  In  fact,  it’s  quite  the  opposite.  As  Ross 
explains,  “Any  good  partnership  has  enor¬ 
mous  overhead.” 

That  came  as  a  surprise  to  Reiner  at  OPG. 
“One  thing  we  didn’t  recognize  initially  was 
that  it  takes  significantly  more  work  to  man¬ 
age  a  relationship  like  this,”  he  says.  Rigor¬ 
ous  management  is  required  to  strike  a 
balance  between  the  competing  interests  of 
client  and  vendor.  “The  service  provider  is 
motivated  by  profit,  and  we’re  looking  at 
cutting  costs  and  extracting  value.  So  there’s 
a  natural  tension,”  says  Reiner.  At  each 
phase  of  the  relationship— from  joint  ven¬ 
ture  to  gain  share  to  strategic  partnership— 
the  two  parties  learned  more  about  the 
middle  ground  between  what  the  outsourcer 
needed  and  the  business  required. 

Yet  keeping  the  relationship  on  an  even 
keel  remains  difficult.  “It’s  taking  a  lot  more 
effort  than  we  thought,”  Reiner  says.  “You 
have  to  have  the  proper  processes  in  place, 
the  proper  governance,  the  proper  escala¬ 
tion  when  things  go  wrong.  And,  you  have  to 
be  on  top  of  all  of  that  all  of  the  time.” 

Ross  says  that  in  a  strategic  partnership, 
a  smart  CIO  will  pull  representatives  from 


EQUAL  PARTS  PROMISE  AND  PERIL 

Strategic  partnership  outsourcing  works  only  when  clients  and  vendors 
can  mesh  their  different  goals 

Strategic  Partnership:  Outsourcing  Objectives  


M 


What  clients  want 

■  Cost  savings 

■  Variable  capacity  ^ 

■  Management  focus  on  ^ 

core  competencies 


The  Sweet  Spot 
(a  successful  outcome) 

■  Vendor  becomes  first  choice 
for  additional  work,  and  client 
saves  money 


What  vendors  offer 

■  A  broad  range  of 
specialized  services 

■  integration  expertise 

■  Disciplined  practices 

■  Economies  of  scale 


Strategic  Partnerships:  What  they  are,  the  benefits  and  the  risks 


WHAT  IS 

KEY 

CLIENT 

VENDOR 

CLIENT  SUCCESS 

OUTSOURCED? 

METRICS 

RISKS 

RISKS 

RATE 

A  range  of 
responsibilities 
for  operational 
activities 

Bottom-line 

impact 

Integrated  services 
are  hard  to  assess 
individually 

Vendor  might  not 
adapt  to  changing 
business  needs 

A  client’s  inflexibility 
limits  impact 

A  poor  client- 
vendor  relationship 
inhibits  add-on 
sales 

50%  of  outsourcing 
clients  said  that 
their  strategic 
partnerships  were 
successful 

SOURCE:  Survey  and  interviews  conducted  by  Jeanne  W.  Ross  and  Cynthia  Beath 
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EXPLAINING  TO  MILLIONS  OF  CUSTOMERS 
WHY  THEY’RE  TARGETS  FOR  IDENTITY  THEFT 
ISN’T  AS  MUCH  FUN  AS  IT  SOUNDS. 


LAST  YEAR,  MISHANDLED  DATA  EXPOSED  MILUONS  OF  CUSTOMERS  TO  THE  THREAT  OF  IDENTITY  THEFT. 

For  over  145  years  Brink’s  has  set  the  standard  for  safe,  secure  transportation  and  storage  of  cash  and  other 
valuables.  Today,  there  is  something  just  as  precious  to  safeguard:  Information.  In  the  wrong  hands,  your  sensitive 
information  can  seriously  jeopardize  your  business.  Choose  Brink’s  for  your  secure  data  protection  needs,  and 
you  have  chosen  peace  of  mind.  From  transportation  to  storage  to  document  and  data  destruction,  Brink’s  ensures 
that  your  data  media  is  in  safe  hands. 


INFORMATION  SAFEGUARDING  FROM  BRINKS: 

Armored  Air  &  Ground  Transportation  •  Destruction  Services  •  Secure  Storage 

For  more  information  call  1-800-5-BRINKS  •  www.brinkssecuredata.com 


IIIIIBRINKS 

SECURE  LOGISTICS.  WORLDWIDE. 


Outsourcing 


the  outsourcer  into  the  IT  governance  struc¬ 
ture  to  provide  input  on  future  technology 
decisions.  Jefferson  Regional  Medical  Center 
(JRMC),  a  376-bed  hospital  in  Pittsburgh, 
signed  an  eight-year  outsourcing  contract 
with  Siemens  in  2001  to  stem  nearly  five 
years  of  losses  while  also  upgrading  its 


entire  IT  infrastructure.  The  two  parties 
agreed  to  a  joint  management  structure  to 
help  align  IT  and  enterprise  objectives. 

The  IT  executive  committee  comprises 
JRMC  CIO  Jim  Witenske  and  a  Siemens  site 
executive,  along  with  JRMC’s  CEO,  COO,  CFO 
and  four  vice  presidents.  The  committee  meets 


monthly  to  discuss  the  status  of  all  existing  IT 
initiatives  and  to  discuss  new  projects  that 
could  lead  to  more  efficient  or  effective  patient 
care.  “I’ve  been  in  some  us-versus-them  out¬ 
sourcing  deals  and  this  isn't  one  of  them,”  says 
Witenske.  “We  share  a  common  interest  in 
meeting  the  strategic  needs  of  this  institution.” 


Outsourcing 

REPORT  FROM  MIT  CISR  BY  JEANNE  W.  ROSS  AND  CYNTHIA  M.  BEATH 


IT  executives  entering  into  IT  and  business  process  out¬ 
sourcing  arrangements  seek  various  benefits,  including  cost 
reductions,  variable  capacity  and  reduced  management  time 
spent  on  IT,  But  outsourcing  succeeds  only  if  both  the  vendor 
and  the  client  achieve  expected  benefits.  How  can  clients  and 
vendors  settle  into  a  “sweet  spot”  where  their  interests  coincide? 
New  research  from  MIT's  Center  for  Information  Systems 
Research  (CISR)  and  CIO  examined  90  outsourcing  deals  in 
84  companies  to  help  executives  recognize  opportunities  for 
long-term  benefits  from  outsourcing  relationships. 

We  found  that  the  outsourcing  sweet  spot  depends  on  the 
nature  of  the  client-vendor  relationship.  Our  first  two  articles  in 
this  three-part  series  explored  transaction  relationships  and  co¬ 
sourcing  alliances.  This  article  focuses  on  strategic  partnerships. 

How  to  Be  in  the  Half  of  Strategic  Partnerships  That  Succeed 

In  a  strategic  partnership,  vendors  provide  an  integrated  set  of 
operational  services.  For  example,  a  single  IT  outsourcing  deal 
might  encompass  mainframe  operations,  WAN  and  LAN  man¬ 
agement,  telephony  and  help  desk  services— some  of  which  are 
commodity  services.  By  integrating  its  service  offerings,  the 
vendor  adds  value  beyond  the  value  of  the  individual  services. 

In  a  strategic  partnership,  the  client  expects  to  be  able  to  focus 
on  core  competencies  after  handing  off  major  operational  responsi¬ 
bilities  to  the  vendor.  Clients  also  usually  expect  to  realize  cost 
savings  and  have  access  to  variable  capacity.  To  meet  these  expec¬ 
tations,  vendors  rely  on  economies  of  scale  and  scope,  shared 
resources  and  best  practices.  Despite  the  potential  for  mutual 
benefit,  these  deals  are  risky.  Only  50  percent  of  strategic  partner¬ 
ships  in  our  study  were  successful. 

Metrics  are  part  of  the  problem.  While  vendors  expect  to  earn  a 
margin  on  the  integrated  set  of  services,  client  assessments  of 
their  partners  often  rely  on  a  set  of  service-level  agreements  for 
the  individual  services.  We  believe  the  value  of  a  strategic  partner¬ 
ship  is  better  assessed  by  its  impact  on  the  client’s  bottom  line. 

For  example,  one  CIO  noted  that  when  he  needed  to  reduce  his  IT 
budget  by  $10  million,  his  vendor  partner  identified  several  mil¬ 


lion  in  outsourced  services  that  could  be  cut  with  minimal  pain  to 
the  client.  Recognizing  that  this  reduction  would  be  painful  to  the 
vendor,  the  client  and  vendor  identified  new  outsourcing  services 
that  reduced  the  client's  IT  budget,  and  the  client  awarded  the 
vendor  a  number  of  new  projects,  which  restored  and  in  fact 
increased  the  vendor’s  revenue. 

Strategic  partnerships  work  best  when  they  are  treated  by 
both  client  and  vendor  as  long-term  interdependencies  with 
shared  risk.  Clients  need  vendors  to  adapt  their  offerings  and 
processes  to  changing  business  conditions;  vendors  need 
clients  to  adapt  their  expectations  and  behaviors  to  permit 
appropriate  process  innovations  and  service  changes.  Success¬ 
ful  strategic  partnerships  often  apply  a  first-choice  provider 
principle,  meaning  that  the  strategic  partner  is  favored  when 
new  activities  are  to  be  outsourced.  This  reduces  search  costs 
for  the  client  and  sales  costs  for  the  vendor. 

Understand  the  Three  Types  of  Outsourcing  Deals 

The  three  types  of  outsourcing  relationships  are  so  different  that 
learning  gained  in  one  type  of  relationship  does  not  transfer  to 
another.  We  believe  companies  can  become  competent  in  all 
three  types  of  relationships.  Thus  it  is  important  to  match  spe¬ 
cific  outsourcing  needs  with  the  appropriate  type  of  relationship. 

Clients  managing  transaction  relationships,  like  strategic 
partnerships,  incur  expensive  and  unnecessary  overhead. 
Co-sourcing  that  is  treated  like  anything  but  a  team  environment 
is  sure  to  suboptimize  outcomes.  And  clients  and  vendors  in 
strategic  partnerships  who  refuse  to  regularly  renegotiate  and 
adapt  to  the  changing  needs  of  their  partners  will  become 
embroiled  in  bitter  contract  battles.  In  all  outsourcing,  both 
client  and  vendor  should  target  the  sweet  spot  to  maximize 
benefits  to  both  parties. 


Jeanne  Ross  is  principal  research  scientist  at  MIT's  Center  for  Information 
Systems  Research.  Cynthia  Beath  is  a  professor  emerita  in  the  Department 
of  Management  Science  and  Information  Systems  at  the  University  of  Texas 
at  Austin. 
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^  MOBILE 
TECHNOLOGY 


Sony  recommends 
Windows®  XP  Profe 


INTRODUCING  THE  VAIO 
PROFESSIONAL  BX  SERIES  NOTEBOOK 
WITH  INTEL  CENTRINO™  MOBILE 
TECHNOLOGY  FOR  EXCEPTIONAL 
PERFORMANCE  AND  PRODUCTIVITY. 


what  if  a  single  machine  could  realize 
the  vision  of  an  entire  company? 


There  has  never  been  a  business 
notebook  with  such  a  complete 
combination  of  features  and 
options.  Adapt  in  seconds  with 
Sony’s  unique  swappable  bay 
system.  Feel  secure  with  the  BX  s 
biometric  fingerprint  sensor. 
Connect  with  integrated  wireless 
WAN,*  LAN,2  Bluetooth®  Technology; 
and  an  optional  integrated  camera 
for  videoconferencing. 


Call  866-303-7669 
Visit  sony.com/bx4 


mm 


centrmo 


like.no.other 


Outsourcing 


The  root  cause  of  many  a  DYSFUNCTIONAL  strategic 
partnership  is  the  misguided  notion  that  by  outsourcing 
a  sizable  portion  of  the  IT  pie,  a  CIO  is  outsourcing  a 
whole  hunk  of  IT  management  responsibilities  as  well. 
In  fact,  it’s  quite  the  OPPOSITE. 


Ron  Forsys,  the  Siemens  site  representative, 
adds,  ‘A  lot  of  it  is  about  relationships.  Jim  and 
I  have  a  good  relationship  and  we  can  call  on 
each  other  for  any  problem,  whether  it’s 
related  to  the  Siemens  partnership  or  not.” 

The  joint  management  team  has  pin¬ 
pointed  specific  areas,  such  as  billing,  con¬ 
tract  management  and  human  resources 
management,  where  new  systems  and 
automation  could  most  immediately  help 
turn  around  the  financial  losses.  Those  sav¬ 
ings  have  been  pumped  back  into  new 
patient  care  initiatives  and  other  new  sys¬ 
tems  to  support  those  initiatives. 

So  far  the  strategic  partnership  is  paying 
off.  Siemens  has  eliminated  $3  million  in 
annual  IT  operating  expenses,  deployed  30 
new  applications  and  stabilized  the  IT  work¬ 
force,  which,  other  than  Witenske,  is  100  per¬ 
cent  employed  by  Siemens.  JRMC’s  overall  IT 
budget  has  remained  flat,  and  the  new  sys¬ 
tems  helped  the  hospital  get  back  into  the  black 
last  year.  “Our  CEO  absolutely  credits  the 
strategic  partnership  with  being  part  of  the 
turnaround,”  says  Witenske.  “Sometimes  you 
just  need  to  bring  in  an  outside  partner  to  help 
you  change  things  and  have  a  positive  impact.” 

FLEXIBILITY  TO  AVOID 
FAILURE 

An  odd  thing  happens  in  successful  strate¬ 
gic  partnerships:  CIOs  look  beyond  their 
own  needs  and  spend  a  lot  of  time  thinking 
about  their  vendor.  “People  who  are  happi¬ 
est  with  their  strategic  partnerships  talk  a  lot 
about  what  their  vendor  needs,”  says  Ross. 
This  willingness  to  extend  a  hand  leads  to 
flexibility  on  the  part  of  the  vendor.  “[CIOs] 
will  tell  you,  When  I  told  [my  vendor]  I  had 
to  cut  my  budget,  they  understood  and 
helped  me  out,’”  Ross  says. 

Back  at  OPG,  Ontario’s  provincial  gov¬ 
ernment  decided  in  2003  to  reregulate  the 
electricity  market.  So  the  company’s  origi¬ 
nal  case  for  setting  up  a  strategic  partner¬ 
ship  was  gone.  But  Reiner  has  a  whole  host 
of  new  reasons  to  continue  the  relationship 
with  CGEY.  IT  performance  levels  and  sys¬ 
tems  availability  have  gone  up,  and  “we’re 
further  ahead  financially  than  we  originally 
anticipated  in  the  business  plan,”  he  says. 
For  its  part,  CGEY  has  been  able  to  sell  its 


services  to  other  clients  in  the  energy  indus¬ 
try  and  spread  its  costs  over  multiple  clients. 

“For  both  of  us,  it’s  still  the  right  decision,” 
says  Reiner.  “But  we  have  to  manage  it  and 
stay  on  top  of  it.”  That  includes  controlling 
processes,  reviewing  service  levels  and  con¬ 
ducting  monthly  joint  meetings  with  CGEY 
to  review  the  relationship.  Reiner  also  brought 
in  an  outside  outsourcing  consultancy  to 
review  the  relationship  with  CGEY.  The  con¬ 
sultancy  advised  OPG  and  CGEY  to  further 
clarify  their  roles,  responsibilities  and  service 
levels.  It  also  advised  both  parties  to  step  up 
efforts  to  move  to  a  fixed-price  model. 

Although  paying  for  outsourced  services 
on  a  time  and  materials  basis  (which  OPG 
had  been  doing  for  four  years)  is  how  most 
strategic  partnerships  start  out,  fixed-price 
is  the  goal.  “[Currently]  we  drive  down  the 
cost  of  the  service  to  OPG  by  driving  down 
time  and  materials  costs,”  Reiner  explains. 
“This  requires  us  to  be  involved  in  the  out¬ 
sourcer’s  business  at  a  level  of  detail  that  we 
should  not  be  involved  in.  And  we  effectively 
have  two  management  teams.  A  fixed-price 
model  will  let  [CGEY]  focus  on  managing 
their  internal  costs  for  providing  services 
and  let  OPG  focus  on  managing  demand  and 
levels  of  service.” 

At  Campbell  Soup,  Wright  tries  to  take  any 
guesswork  out  of  her  strategic  partnership. 
She  keeps  IBM  in  the  management  loop  so 
the  outsourcer  can  always  anticipate  what  is 
ahead.  “Some  CIOs  are  so  secret  with  their 
vendors.  But  if  the  vendor  doesn’t  understand 
what  you  need— if  they  don’t  understand 
your  strategic  plans,  your  operating  plans, 
what  IT’s  role  is  in  the  business— it’s  hard  for 
them  to  be  a  good  partner,”  says  Wright.  “And 
it’s  not  something  we  share  just  as  a  good- 
faith  effort.  If  a  vendor  understands  what 
we’re  trying  to  accomplish,  we  expect  them  to 
be  able  to  plan  in  a  way  that  saves  us  money.” 

Yet  even  with  all  the  openness  and  joint 


effort,  strategic  partnerships  don’t  always 
work  out  right.  “There  are  times  when  things 
go  wrong,  just  as  if  we  were  running  it  [in- 
house],”  Wright  says.  “You  have  infrastruc¬ 
ture  problems.  A  project  manager  doesn’t 
work  out.  Someone  screws  up.”  Just  recently, 
Wright  was  unhappy  with  the  performance 
of  IBM’s  lead  partner  on  a  big  systems  proj¬ 
ect.  And  one  of  IBM’s  subcontractors  was 
causing  Campbell  a  major  headache  in  the 
form  of  four  severe  network  outages  in  one 
day.  But  Wright  measures  the  success  of  her 
strategic  partnership  not  in  the  problems 
that  crop  up  but  in  how  IBM  works  to  solve 
them.  In  both  cases,  she  says,  the  vendor 
devoted  a  lot  of  time  to  solving  the  problems. 

The  best  way  to  judge  the  health  of  a 
strategic  partnership  is  to  look  at  how  both 
sides  react  to  the  unexpected,  says  Smith  of 
LP  Enterprises,  who  helped  negotiate  sev¬ 
eral  such  deals  at  P&G.  “If  there’s  a  major 
drop  in  the  service  levels,  does  the  client 
instantly  invoke  a  multimillion-dollar  pen¬ 
alty  clause,  or  is  there  some  understanding 
and  flexibility  working  toward  a  mutual  res¬ 
olution  of  the  issues?  If  the  client  makes  an 
acquisition  and  there  are  new  IT  needs 
beyond  the  scope  of  the  original  contract, 
does  the  client  say  to  the  vendor,  ‘This 
should  all  be  included— just  eat  the  costs’? 
Do  they  create  an  RFP  and  say  to  the  vendor, 
‘Hey,  you’re  just  one  of  five  bidders  on  this 
contract  and  you’re  just  another  vendor  to 
me’?  Or  do  they  say,  ‘This  is  new  business 
beyond  the  scope  of  our  agreement  and 
because  you’re  my  preferred  supplier,  you 
get  first  crack  at  it’?” 

“Like  any  relationship,  you  have  to  put  in  a 
lot  of  time  and  effort,”  says  Wright.  “And  we’re 
making  changes  and  working  on  it  all  the 
time.  But  it’s  been  the  right  thing  for  us.”  ram 


Senior  Editor  Stephanie  Overby  ( soverby@cio.com ) 
covers  outsourcing. 
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YOUR  JOB  IS  TO  KEEP  SYSTEMS  AND  APPLICATIONS  RUNNING. 
OUR  MISSION  IS  TO  KEEP  PEOPLE  AND  INFORMATION  CONNECTED. 

LET’S  WORK  TOGETHER. 


Continuous  access  to  information  no  matter  what.  That's 
Information  Availability.  It’s  what  your  employees,  suppliers  and 
customers  demand  every  minute  of  every  day.  But  to  deliver  it 
flawlessly,  you  need  a  massive  global  infrastructure,  redundant 
systems  and  diverse  networks  being  monitored  and  supported  by 
skilled  technical  experts  at  secure  facilities.  That’s  exactly  what 
SunGard  provides. 

As  a  result,  we  can  offer  you  a  higher  level  of  availability  and  save 
your  company,  on  average,  25%*  versus  building  the  infrastructure 
yourself.  Plus,  it’s  a  vendor  neutral  solution  that  lets  you  control 
your  data,  applications  and  network  while  giving  you  the  flexibility 
to  adjust  to  the  changing  needs  of  your  business.  But  best  of  all,  it 
lets  you  spend  more  time  solving  business  problems  and  less  time 
solving  technical  problems. 


For  years,  companies  around  the  world  have  turned  to  SunGard 
to  restore  their  systems  when  something  went  wrong.  So,  it’s  not 
surprising  that  they’re  now  turning  to  us  to  mitigate  risk  and  make 
sure  they  never  go  down  in  the  first  place. 

You  want  your  network  and  systems  to  always  be  up  and  running. 
We  want  the  same  thing.  Let’s  get  together.  To  learn  more,  contact  us 
at  1-800-468-7483  or  go  to  www.availability.sungard.com/masteria 
and  get  your  free  copy  of  the  book  “Mastering  Information  Availability.” 


SUNGARD8  k7,7  Peo?le 

^  and  Information 

Availability  Services  Connected .™ 

'Potential  savings  based  on  IDC  White  Paper.  Ensuring  Information  Availability:  Aligning  Customer 
Needs  with  an  Optimal  Investment  Strategy. 


The  2006  CSO  Perspectives  Conference 


March  19-21  •  Hyatt  Huntington  Beach  Resort  •  Huntington  Beach,  CA 


PRESENTED  BY 

CSO 


The  Resource  for 
Security  Executives 


SPONSORS 


What  will  it  take  to  advance 
the  security  strategy  of  your 
organization  and  elevate  the 
CSO  profession? 

Security  Leaders  need  to  ... 

Lay  out  the  policies,  procedures  and  processes 
that  employees,  contractors  and  business 
partners  should  follow  to  maintain  security, 
privacy  and  organizational  integrity. 

Accelerate  everyone’s  understanding  of  all 
the  risks,  and  what  must  be  done  to  manage 
and  mitigate  them. 

Create  professional  standards  and  develop 
the  next  generation  of  leaders. 

We’ll  tackle  these  issues  at  the 
2006  CSO  Perspectives  Conference, 

the  premier  peer-to-peer  event  for  senior 
security  executives.  You’ll  take  away  best 
practices  and  lessons  learned  to  ensure  the 
safety  of  your  organization’s  people  and 
physical  and  information  assets. 

Put  it  on  your 
2006  calendar  now. 

For  the  latest  information 
visit  csoonline.com/conferences 
or  call  1.800.366.0246. 
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“Hilarious!  I  laughed  and  toughed  and  laughed. 


BONUS  FEATURES 

•  Commentary  track 

v  ■  Judge  Thomas  ■ 

Penfieid  Jackson 

•  Interactive  Game, 
where  you  can 
adjudicate  the  case 

•  "Where  are  they  now?" 

•  interviews  with  all  the 
tech  reporters 
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BY  SCOTT  BERINATO  AND 
MATTHEW  GOEBEL 


HOORAY  FOR  REDMONDWOOD! 


“An  eBay  seller  is  hawkinga  little  piece  of  Silicon  Valley  history — an  11-DVD  set  of  Microsoft  Chairman 
and  Chief  Architect  Bill  Gates’s  1998  deposition  recorded  shortly  before  the  U.S.  Department  of  Justice 
brought  its  antitrust  lawsuit  against  his  company.  The  starting  bid  was  set  at  $60.” 

-IDG  News  Service,  10/26/05 * 

Hollywood  hasn’t  come  calling,  but  if  it  did,  the  Gates  tapes  might  look  like  this.... 
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inventive  and  objective  approach  to  problem  solving  and  solid  execution  will  deliver  a  cost-effective 
customized  solution,  giving  you  and  your  business  the  competitive  advantage. 

To  learn  more,  visit  http://consulting.calamp.com  or  call  us  at  858-947-1400. 
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NO  VIRUSES. 

NO  SPAM. 

NO  DOWNTIME. 
EMAIL  DONE  RIGHT. 


No  one  can  promise  complete  email  security  and  availability.  We  don’t  live  in  that  kind  of  world.  Yet  one  company 
has  earned  a  worldwide  reputation  for  making  email  as  secure  and  available  as  it  is  important.  A  company  that 
not  only  screens  out  viruses,  spam  and  spyware,  but  also  provides  solutions  for  speedy  recovery  in  case  of 
system  failure.  A  company  that  reduces  storage  costs  by  archiving  to  secondary  storage  and  blocking 
unwanted  emails.  A  company  that  provides  management  tools  for  efficient  email  retention  and  fast  email 
discovery.  A  company  that  does  email  right.  Symantec.  Because  we  know  it’s  not  just  email,  it’s  your  business. 
For  more  information  visit  www.symantec.com/esa  or  call  800-745-6054  BE  FEARLESS. 
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